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ECONOMIC POLICY, ORGANIZATION AND MANACEMENT 


"BOURGEOLS’ WESTERN SCHOLARS’ APPROACH TO STUDY OF SOVIET ECONOMY SCORED 
Moscow EKONOMICHESKIYE NAUKI in Russian No 6, Jun 83 pp 78-74 


[Article by V. Gerasimenko and A. Kholopov, candidates in economic sciences: 
"Bourgeois Falsifications on the Improvement of the USSR Eccnomic Mechanism” ] 


[Text] The improvement of our economic mechanism plays an important role in 
increasing the effectiveness of social production, in accelerating scientific- 
technical progress, and in ensuring the primary goal of Socialism — improving 
the well-being of all members of society. 


At the same time, the increased efficiency of the economic mechanism in the 
USSR and in other socialist countries has a huge significance also for the 
course of economic competition betweer the two socio-economic systems. The 
achievements of socialist economics have a great revolutionizing effect on 

the workers in capitalist countries and on the selection of the course of 
development by developing countries. As V. I. Lenin perspicaciously pointed 
cut, “our main influence on the international revolution is rendered by our 
economic policy... It is to this field that the struggle has been brought on 
aworld scale. Solve this — -- and we win certainly and conclusively 

on an international scale."4+4 Bourgeois economist “sovietologists”, who are 
waging an active struggle against the ideas of scientific Socialism, are 
attempting to contraposition their conceptions to this revolutionizing 
influence. The primary goal of this struggle is to discredit the theory of 
building a communist society, falsifying by any means the practical experience 
of this construction, and particularly the improvement of the economic mechan- 
ism in the developed socialist society. 


Being unable to ignore the achievements of economic development of the social- 
ist countries, and particularly the leading country of Socialism — the USSR, 
and being unable to ignore the fact that the system of socialist economic 
management has made it possible to liquidate numerous defects in capitalist 
economics, modern bourgeois political economics is forced to make a number of 
admissions which conform in one way or another to reality. fFor example: 

"An advantage of Soviet economics is...the absence of unemployment.”“ Or: 

"If inflation is understood as an overall and continuous increase in price 
levels, then we must admit that such a phenomenon does not exist in the ussR."> 
In making such forced admissions, the "sovietologists” not only give inevitable 











credit to the irrefutable facts, but also try to create a certain cover for 
the slanderous exercises which serve their main purpose -- discrediting the 
Soviet system of economics. Our ideological opponents, maximally exggerating 
those difficulties with which Soviet economics is faced, are trying to prove 
that the mechanism of economic management in the USSR is “ineffective.” 

In speaking of such “ineffectiveness,” “sovietologists” primarily try to 
substantiate the conclusion that low and extremely unstable growth are in- 
herent in Soviet economics. Thus, the French economist M.-A Crosnier assures 
us that USSR economics is entering a period of so-called "zero growth," which, 
as he maintains, is achieved in a non-uniform manner, since “the basic plan 
indicators for the five-year period are provided by efforts of the last two 
years, thereby liquidating the lag in fulfillment of plan assignments present 
in the first years of the five-year period. "4 Nevertheless, generally known 
facts show that a stable economic growth is always characteristic for the 

USSR economy. This is evident in the example of change in the basic indicators 
of economic development by year for the last two five-year periods. 


Table 1. Basic Indicators of USSR Economic Development for the Period 1970-1980* 








Indicator 1970 1975 1976 1977 1978 1979 1980 
Gross national product 100 136 143 150 157 161 167 
Industrial production 100 143 150 159 166 172 178 
Retail commodity turnover 100 136 142 149 154 161 170 
Social consumption funds 100 141 149 156 165 172 182 





* Sources: Narodnoye khozyaystvo SSSR v 1979 g. [USSR National Economy in 1979], 
pp 47-48; Materials of the 26th CPSU Congress, Moscow, 1981, p 32. 


The summaries of the national economic development in the first two years of the 
llth Five-Year Period are also evidence of stable and comprehensive growth. 

For example, in 1982 as compared with 1981, the national income used for con- 
sumption and accumulation increased by 2.6 percent, induStrial production in- 
creased by 2.8 percent, the average wage paid in the national economy also in- 
creased by 2.8 percent, payments and incentives to the population paid from 
social consumption funds per capita increased by 3.9 percent, etc, 


In presenting the thesis of "zero growth,” bourgeois economists misinterpret 
the processes occurring in the economics of developed ovialism. In actuality, 
the growth rates were lower for a number of indicators than in preceding 
five-y2ar period, particularly in the 10th Five-Year Period. However, this 
is explained not by some regularities which are inherent to ocialism, but by 
a number of reasons which were limited in time. Among these we may note 
objective reasons which were conditioned by the transition to a primarily in- 
tensive path of economic development, as well as subjective reasons associated 
with underfulfillments in planning and management which had accumulated and 
which were subject to unconditional elimination. It is of extreme importance 
that such phenomena do not give any reason for real doubts about the most 
important factor for the economic competition of the two systems -- doubts 














about the fact that the socialist production order provides higher economic 
growth rates than capitalism. As stressed at the 26th CPSU Congress, “the 
rates of economic growth of the CEMA member states in the past decade have 
been twice as high as in the developed capitalist countries. The CEMA member 
states have _ remained the most dynamically developing group of countries in 
the world."? Another indisputable fact is that socialist economics does not 
give crises which alternate with an intensification in the abatement of 
economic development. In other words, the basic advantage of the economics 
of socialism is the growth rate, which is not only higher on the whole than 
in capitalism, but which is also fully stable. 


Bourgeois economists try to "discover" a serious manifestation of the "in- 
effectiveness" of the USSR economic mechanism in the allegedly existing im- 
possibility of comprehensive development of the economy, Thus, one of the 
most active "Sovietologists", A. Nove, maintains that in the course of develop- 
ment of the USSR economy, not all the set goals are achieved, but merely an 
insignificant portion of them, the so-called priorities (development of 

heavy and defense industry, solution of the energy problem). We know that 

in developing the plans for USSR economic and social development, the Gosplan, 
ministries and departments actually do determine the priorities in the de- 
velopment of sectors and economic regions. No economy is able to develop 

at an absolutely uniform rate in all its elements. However, the definition 

of these priorities in no way negates the comprehensive nature and balanced 
development of the national economy. These are necessary "to ensure progress- 
ive changes in the national economic proportions, and to increase the effect- 
{veness of capital investments and all social production."/ 


The reasons for the “ineffectiveness of the economic mechanism in the USSR," 
{n the opinion of the bourgeois theoreticians, are hidden in the fact that the 
basic role in the economic mechanism belongs to centralized planning. Thus, 
reflecting the general reaction of bourgeris "Sovietology" to the decisions 

of the 26th CPSU Congress, the influential French bourgeois newspaper LE MONDE 
wrote: “The greatest conservatism rules the sphere of economic management. 
The basic principle remains planning and growth of the role of the Gosplan.""8 
The concentration of efforts on many years of attempting to discredit singular 
national economic planning is quite understandable: the latter embodies in 
concentrated form all the basic advantages of the Socialist system of economic 
management, and specifically planning -- the primary element in the socialist 
economic mechanism, 


In defaming socialist planning, bourgeois ideologists do not stop at direct 
distortion of the facts. For example, the French economists preparing the 
overview "USSR Panorama” maintain that "the development of the plan in the 
USSR is veiled in secrecy."” Such “arguments” can hardly be taken seriously. 
It is enough to remember, in particular, the true all-people's discussion of 
the CPSU Central Committee Project "Basic Directions of Economic and Social 
Development in the USSR for 1981-1985 and for the Period to 1990." As we 
krow, the question of the active participation of the working masses in plan- 
ning and in the entire system of management of the USSR national economy has 
been presented with new force by the November (1982) Plenum of the CPSU 


Central ‘Committee. 








The authors of the same “USS”? Panorama” further maintain that the instruments 
of socialist planning “have ~emained practically unchanged from the time of 
introduction of the entire planning system." The application of such "archaic" 
instruments, they say, seriously hinders the “implementation of strict control 
over the functioning of the economy.” Here again we see a clear distortion 
of the facts. It is generally known that the system of national economic 
planning in the USSR has undergone a lengthy path of development. Constantly, 
in the course of preparation and implementation of the Five-Year Plans, begin- 
ning from the very first one, improved methods of socialist planning have 

been formulated on the basis of accumulated practical experience, and the 
system of national economic plan indicators was improved. Particularly 
significant changes were introduced in accordance with the decisions of the 
March and September (1965) Plenums of the CPSU Central Committee, and then 

in the course of realizing the resolution by the CPSU Central Committee and 
the USSR Soviet of Ministers, “On Improving Planning and Strengthening the 
Effect of the Economic Mechanism on Improving the Effectiveness of Production 
and Work Quality” (July 1979). 


The thesis that the economic management mechanism in the USSR has beccme 
“clearly outdated” and requires radical review is probably one of the basic 
points in modern conceptions of the bourgeois "sovietologists.” Thus, affirm 
ing that “the basic problem consists of the unbelievable degree of centralized 
planning,” !1 A. Nove states that the system of centralized directive planning 
gave a definite effect only in the early stages of development of socialist 
economics. At the present time, however, it ig impossible to compile a 
balanced plan, he claims, since in the course of its implementation there will 
inevitably arise various disproportions for the simple reason that the scope 
of the problem significantly exceeds the capacities for solving it. As this 
bourgeois economist affirms, “the more complex the economy, the more branches 
of production and the wider the assortment of manuf gctured production, the 
lower the degree of ‘plannability' of the system."! 


We may be assured that A. Nove fully ignores the principle political-economic 
basis of the objective necessity of planning. Instead of this, the difficulties 
of a technical and economic nature which were inherent for a certain period 

are brought to the forefront. Clearly speculating on the latter, A. Nove 

draws far-reaching conclusions which are in clear contradiction to the facts: 
"The USSR economy is in a state of crisis. The system of centralized plan- 

ning at the present time is becoming an ever greater hindrance in the path of 
increasing production effectiveness, and is no longer capable of dgaling with 
the problems and confusion of modern industrial economic system." It is 


true that in the process of national economic planning today it is necessary 
to solve much more complex problems than before. However, the accelerated 
development of productive forces under the effect of scientific-technical 
revolution, the intensification of division of labor, the significant 
strengthening of processes of concentration and centralization, specialization 
and cooperation of production, the emergence of new sectors and sub-sectors, 
the huge expansion in the assortment of manufactured products, the increased 














complexity of intrasectorial and intersectorial connections, and the develop- 
ment of the process of internatiunalization of production -- ali this certainly 
does not negate, but on the contrary strengthens the objective necessity of 
utilizing the law of planned development of the socialist economy and national 
economic planning as a form of implementing this law. As V. I. Lenin stressed, 
"large-scale machine industry, unlike the preceding stages, urgeptly requires 
planned regulation of production and social control over it...". Therefore, 
the more deeply developed the process of production socialization, the more 

the social character takes on productive forces, the more urgent the need for 
planning the economy. The presence of serious technical and economic problems 


in the planning process cannot change this objective regularity. 


Bourgeois "“Sovietology” seeks the most varied means of discrediting our 
economic mechanism, In particular, the French economist A. Bezanson states 
that "the Soviet economic system examined in itself has no internal grgwth 
mechanism, It draws this only from its competition with capitalism." Thus, 
capitalism, although in a roundabout way, is the ultimate basis for the 
economic achievements of socialism. At the same time, in essence, the object- 
ive character of the socialist economic mechanism called upon to ensure 
economic growth is being negated, From this it would follow that national 
economic planning also, which is the pivot point of the socialist economic 
mechanism, in essence cannot, according to them, serve as a factor in the 
growth of Socialist production. 


Subjecting socialist planning to attack, the bourgeois economists quite 
arbitrarily maintain that the measures for improving the economic mechanism 
taken in the USSR beginning in 1965 were supposedly directed toward a signifi- 
cant weakening of the role of centralized planning. Nevertheless, it is easy 
to see that such evaluations are a direct contradiction to actual reality. 
Thus, in the resolution of the CPSU Central Committee and the USSR Council of 
Ministers dated 4 October 1965, "On Improving Planning and Strengthening the 
Economic Stimulation of Industrial Production", it was clearly determined 
that “increasing the role of economic methods in planned management of in- 
dustrial production and expanding economic independence of enterprises must 
be implemented on the basis of further improvement of centralized planning."1® 
The introduction of new methods of economic stimulation represents improvement 
of central economic management, and certainly 9gt a gradual abolition of the 
latter, as the western ideologists would like. 


The desire to defame the central link in the socialist economic mechanism -- 
national economic planning -- is the basis for evaluations by the bourgeois 
economists of the CPSU Central Committee and USSR Council of Ministers resolu- 
tion, "On Improving Planning and Strengthening the Effect of the Economic 
Mechanism on Increasing Production Effectiveness and Work Quality” dated 

12 July 1979, The representatives of bourgeois economic science, particularly 
M. Lavine, maintain that this resolution, having barely been realized, has 
become outdated.18 In the opinion of A. Nove, the measures for improving the 
economic mechanism outlined in the measure suffer from two basic shortcomings. 
The first and most important one is that the retention of an overly great 
number of plan indicators for the enterprises, in their opinion, hinders the 
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compilation of balanced plans. A. Nove sees the second shortcoming as the 
technical difficulties in practical determination of the standard net pro- 
duction (SNP) indicator, the meuns of computing the portion of shop and 

general plant expenditures in units of manufactured product, and in determining 
the portion of profit in the SNP indicator under conditions of different 
profitability of production manufactured by the enterprise. 


In examining these critical comments of bourgeois ideologists, we must note 
that on the one hand they strongly exaggerate the difficulties of solving 
technical-economic problems in a number of cases. Thus, for example, we 

know that a component part of the standard net production is not the actual, 
but the standard profit. The application of a new order in formulating profit 
makes it possible to eliminate the effect of product profitability on the 
evaluation of plan fulfillment as a result of their varying material con- 
sumption. In this regard, the problem of different product profitability 
is not aggravated, as A. Nove believes, but on the contrary, significantly 
resolved. The profitability of product production for enterprises is now 
dstermined not by material consumption, but by the effectiveness of opera- 
tion of the enterprise itself. 


On the other hand, the basic purpose of the resolution by the CPSU Central 
Committee and the USSR Council of Ministers consists not in the elimination 
of technical-economic difficulties in the process of compiling the national 
economic plans, but in the development of a system of measures which would 
facilitate increasing the effectiveness of social production. Therefore, 
the measures taken by the party and the government on improving the economic 
mechanism have great significance primarily for solving principle strategic 
problems in ensuring a steady rise in the economics of the country and in 
the well-being of the Soviet people. It is specifically from these decisive 
positions that they must primarily be examined and evaluated. The existing 
technical and economic difficulties are fully surmountable. Even A. Nove 
himself was ultimately forced to admit this. "Economic reform,” he writes 
“can lead to a definite improvement in the functioning of the economy...”. 

He is, howgyer, quick to specify that "this improvement can hardly be sig- 
nificant." Measures on increasing economic stimulation cannot, in his 
opinion, serve the purpose of optimizing the economy, since they will constant- 
ly encounter the “excessively complex Gosplan assignments.” In turn, planning 
would be unable to overcome thg, tendencies toward order of precedence by the 
regional organs of management. 


The bourgeois ideologists, trying in every possible way to show their object- 
ivity, do uot even stop at introducing their own “positive” recommendations 

for improving our economic mechanism, Criticizing the economic reform of 

1965 and subsequent measures for improving the economic mechanism, the English 
economist B. Kaplan believes that “a radical solution must touch upon the 
entire system as a whole by means of establishing the free play of market 
forces within broad limits."23 In his opinion, it is necessary to "subordinate 
public ownership to the discipline of market economics." 4 A. Nove would 

like to see in the USSR an order under which “enterprises do not receive 
mandatory plans from above, but themselves develop their own plans by agree- 











ment with the consumers."2> As concerns centralized directive planning, it, 
in his opinion, must be limited to only the basic investments and to regula- 
tion of the “micro-economic system" with the aid of economic levers, as for 
example taxes, Since it is generally known that the economic mechanism 
serves economic growth, while the bourgeoisie whose interests the “soviet- 
ologists" defend certainly does not need such growth in the least, the “value” 
of their recommendations is clear from the start. 


Stressing the fact that “the alternative to the current Soviet economic system 
is the market and competition,"26, bourgecis economists are essentially pro- 
posing using the model of the notorious "market socialism.” At the same time, 
anti-Communist theoreticians today are forced to acknowledge that the market 
and competition “are not the panacea, and it is absurd to believe that it is 
impossible (under conditions of supremacy of the market and competition -- 

V. G., A. Kh.) for economic as well as socio-political difficulties to in- 
tensify."27 In order to somehow hide these negative aspects of "market 
socialism,” and also to veil the fact that in practice it is reborn into 
capitalism, the same A. Nove, for example, discusses the fact that excess 
non-uniformity in enterprise profits should be avoided (although not by means 
of Jlim‘ting personal initiative). He alsc indicates the necessity of retain- 
ing under “operative centralized controi” certain sectors of the economy, 
particularly energetics. 


[It is clear, however, that all these types of ideas do not go beyond the 
framework of the already existing practice of state-monopolistic economic 
regulation, which has proven the rather weak efficiency of such solutions. 


For greater plausability, the theoreticians of “market socialism” are trying 
to substantiate their ideas with a corresponding "theoretical basis,” which 
would prove the “lasting effect” of the market mechanism as a form of 
development of social production at any of its stages. Thus, the French 
economist Sh.-E. Lagass writes that the need for the existence of trade 
relations in the USSR economy is conditioned by a series of factors. In 
particular, the well-known neo-classical thesis concerning the limited resources 
and need of a market for their distribution in accordance with demand is pre- 
sented. The bourgeois economist also believes that market relations stand out 
as a “product of the division of labor, whatever the legal forms of the 
latter."28 We know, however, that social division of labor in itself, apart 
from a certain form of ownership of means of production, does not cause the 
need for the production of products as commodities, 


By “legal forms” Sh.E. Lagass understands the forms of ownership of means of 
production, and it is specifically against public ownership as the basis for 
planned organization of social production under socialism that he inflicts 
the main “theoretical” blow. Sh.-E. Lagass states that public ownership of 
means of production does not have a real economic content, since it seems to 
be replaced by “operative control" of means of production. As a result, “the 
assets of enterprises take on the traits of 'quasi-ownership’."29 It is 
with this phenomenon, in the opinion of Sh.-E. Lagass, that it is necessary 
to primarily associate the retention of commodiry categories under conditions 
of socialism. 











The obvious and to a great degree deliberate confusion in the definitions of 
ownership, application and management of means of production is necessary to 
the bourgrois ideologists in order to cast doubt on the rightfulness of the 
existence of public ownership of means of production and consequentiy the 
necessity for nationalizing these means in the transition fromccapitalism to 
socialism. "The criterion of ownership,” maintains Sh.-2. Lagass, “can serve 
to an ever lesser degree in delineating the various economic systems,” 
particularly since the basic factor of production under modern conditions 

is technology and the scientific organization of production. 29 


Such argumentation leads *he bourgeois economists to draw the conclusion of 

an absence in principle differences between the economic mechanisms of develop- 
ed socialism and modern capitalism. After all, they say, under socialism not 
all ownership is public, while under capitalism state ownership also exists. 

In both economic systems there is development of planning, price regulation, 
part of the profit is concentrated in the budget, etc.21 As a result, the 
current level of development of production forces, regardless of the existing 
form of ownership, requires, they say, an association of the market mechanism 
with certain elements of planning. 


As we know, bourgeois economists are trying to apply the theory of “converg- 
ence," “industrial society," etc. to the analysis of various aspects of the 
socialist economic system. The pseudo-scientific nature of such efforts is 
clearly proven in the Soviet economic literature. 32 


Ignoring the objectivity of economic laws and the hierarchy stemming from them 
in the system of production relations of socialism, modern " sovietologists” 
equate without any substantiation phenomena which occupy a totally different 
place in the systems of production relations of capitalism and socialism, 

and which are therefore incomparable. As a result there is a mixing of the 
essence and the phenomenon in the interpretation of place and role of the 
planned character and commodity-monetary relations in various socio-economic 
structures. 


Of course, the mechanism of economic management under socialism cannot be 
understood without considering the commodity form of product movement and the 
economic stimulus based on it. However, there can be no doubt that commodity 
forms under socialism objectively play a subordinate role in relation to those 
forms which are brought to life by the planned system of social production. 
The theory and practice of socialist economic management confirm that commodity- 
monetary forms must function under socialism in a planned manner, and must 
appear as an instrument of the national economic plan. The 26th CPSU Congress 
stressed that it is necessary to "strengthen the significance of the f ive- 
year plan, which is the main instrument for the realization of the party's 
economic policy... To generally develop and strengthen ecoggauic accounting 

on the basis of tasks presented by the five-year plan...". 


The economic management mechanism of developed socialism must be examined 
in the plane of regularities of the conscious applicction of objective economic 
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forms which are immanently inherent to socialism. Those disproportions and 
individual shortcomings which are sometimes found in the Soviet economic 

system and which are intentionally absolutized by the “sovietologists” are 
evidence not cf the fact that it necessary to hurriedly re-structure our economic 
mechanism according to different samples, including the sample of “market 
Socialism,” but merely of the yet insufficient knowledge and application 

of the economic laws of socialism in the conscious activity of people engaged in 
managing social production. To discredit and belittle our achievements, to 

sow distrust in the success of party and state measures for improving the 
economic mechanism in the llth Five-Year Period -- this is the very obvious 

goal of the bourgeois economists when they speak and write of the insurmountable 
difficulties which supposedly exist in the Soviet economic system. 


An analysis of tle current bourgeois falsifications on the economic mechanism 
for the development of socialist society shows that their methodological basis 
remains the misunderstanding of the objective nature of the economic laws of 
socialism, as well as a misunderstanding of the active role of scientifically 
based economic policy of the octalist state. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


VARIOUS ASPECTS OF PRICE FORMATION IN UZBEK SSR 
Tashkent EKONOMIKA I ZHIZN‘' in Russian No 5, May 83 pp 6-13 
{Article: "A New Stage in the Improvement of Price Formation” ] 


{Text] Price in socialist society is one of the basic economic levers 
used by the state in the interest of communist construction. Planning 
prices in our country have always performecé and continue to perform a 
twofold function: they more or less precisely reflect socially necessary 
labor inputs in production on the one hand and make it possible to 
redistribute national income between individual branches of the nationa! 
economy and spheres of reproduction in the interest of the accelerated 
development of the economy on the other. 


The planned price formation process presupposes the existence of a system 
of prices. In the USSR, the unified system of planning prices includes: 
wholesale prices, i. e., the prices that state enterprises (associations) 
charge for the sale of their industrial output to other enterprises, supply 
and saies organizations and trade enterprises; purchase prices on products 
purchased from kolkhozes and sovkhozes; and retail prices that are used 

in the sale of consumer goods to the population. 


Prices play an ever greater part in our day with the steady implementation 

of the party's most important goal of intensifying social production. 

It was not by chance that the 26th CPSU Congress in the process of articulating 
the basic tasks of economic and social development of the country in 1981- 

1985 and the period up to 1990, wrote the following in its decree: 


“To improve price formation in various branches of the national economy 

as an important instrument of planned management. To intensify the 
incentive effect of wholesale prices on improving the quality of manufactured 
articles, on accelerating the introduction of highly efficient new equipment 
and the replacement of obsolete equipment, on the more rational use of 
production resources and on reducing the prime cost of production. To 
strengthen state price discipline.* 


Of late, the country has made an enormous effort to improve the prices 


on industrial and agricultural products further. What occasioned the 
revision of wholesale prices? What is the result of the work that has 
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been done? To what extent has the role of price been raised under the 

new conditions of planning and management? These questions were exhaustively 
answered by officials associated with the Uzbek SSR State Committee on 

Prices during a press conference organized by the republic economics section 
of the Uzbekistan Union of Journalists and members of the editorial staff 

of the Uzbek republic Order of the “Badge of Honor” journal EKONOMIKA 

I ZHIZN’ jointly with the bureau of the Tashkent City journalism organization. 


In his address before Tashkent journalists--representatives of newspapers, 
journals, television and radio, N. T. Tadzhiyev, chairman, UzSSR State 
Committee on Prices, recalled price formation documents that were adopted 
literally in the first days of Soviet power. Officially, 21 November 

1918 is customarily considered the beginning of planned price formation 

im the USSR. It was on that day that V. I. Lenin signed the decree on 

the organization of supply which for the first time in the history of 
mankind defined the procedure for establishing whoiesale-disbursing and 
retail prices. On 5 August 1921, Vladimir Il’ich ratified the statute 

on the committee on prices as the supreme interdepartmental pricing agency. 


Question: When were non-central price formation organs established? 


N. T. Tadzhiyev: Planned price formation has gone through several stages 

in its development--from the time of the policy of war communism to our 

day. One of the most important stages was in 1965 when the State Committee 

on Prices under USSR Gosplan, the corresponding committees under the gosplans 
of the union republics, pricing subdivisions and interdepartmental commissions 
in the planning organs of autonomous republics, territories and oblasts 

were formed. 


At the end of 1970, the decision was made to form the USSR State Committee 
on Prices as a union-republic organ responsible for supervising all work 
on price formation and for ensuring a uniform price policy throughout 

the nation. The USsR State Committee on Prices bears full responsibility 
for the unswerving implementation of party and government price policy, 
for the validity of ratified prices and rates and continuously checks 

to see to it that state price discipline is observed everywhere. 


Non-central price formation organs were reorganized simultaneously with 
the union-republic committee on prices. Thus on the basis of the State 
Committee on Prices under the republic’s Gosplan, we established the UzSSR 
State Committee on Prices and price departments are in operation under 

the ispolkoms of Soviets of People’s Deputies in the Karakalpak ASSR, 

in a1]l oblasts and in Tashkent. 


The republic committee on prices incorporates six branch organs that are 
directly concerned with the establishment of wholesale and retail prices 
and rates in their respective branches of the economy. There is also 

a general economic department, a state price inspectorate and an office 
(operating on a cost accounting basis) responsible for publishing and 
expediting price lists. Reference bureaus operate under the auspices 

of price departments in three republic oblasts: Andizhayn, Samarkand and 
Fergana. 
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Question: How did the present system and structure of prices come to 
be? 


N. T. Tadzhiyev: I shall for the most part enumerate the prices that 

are currently in existence in our country (and consequently in Uzbekistan 
as well). They will be described in detail in the course of our press 
conference. 


Thus in branches engaged in industrial production, there is: the enterprise 
wholesale price that one state enterprise charges another state enterprise 
or supply and sales organization for its product (this price equals the 

full planned prime cost of production of a given product plus enterprise 
profit); and industry's wholesale price tnat’supplying enterprises charge 
trade enterprises for goods (it incorporates the enterprise wholesale 

price plus the costs and profits of industry's sales organizations and 
turnover tax). Accounting and retail prices are also in use in industry. 


In agriculture, purchase prices are in effect; in transport and at communi- 
cations enterprises, there are rates for shipping and services; in construction, 
there is estimated cost per square meter of area; in municipal services, 

there are rates for services or prices for work performed. 


The following prices are also in effect in the republic's economy: prices 
in the kolkhoz market, public catering prices, belt prices (on grain, 

meat, sausages, dairy products), zonal prices, seasonal prices, temporary 
prices, one-time prices, local prices, contract prices, and prices that 

are fixed by consumer cooperatives. 


Bach of these prices performs its own strictly defined function. Each 
of them influences supply and demand to a certain degree. Lach of them 
promotes the creation of an optimal structure of production and consumption. 


Question: What has the Committee on Prices done to examine and ratify 
net output norms for products of republic industrial enterprises in accordance 
with the well-known 12 July 1979 decree of the CPSU Central Committee 
and the UssR Council of Ministers on improving the economic mechanism? 


This question was answered by G. M. Kuleshova, first deputy chairman, 
UzSSK Stzite Committee on Prices. 


She began with a positive description of such a totally new indicator 

in industry as normative net output. G. M. Kuleshova emphasized tnat 

Since this indicator reflects newly created value, i. e., solely the results 
of the efforts of a given collective, and noted that the motivation to 
increase the material-intensiveness of production was thereby eliminated 

and that this made it possible to evaluate the performance of associations 
and enterprises. 


The net output norm is part of the wholesale price of a product, which 
includes wages, social insurance withholdings and profit. The procedure, 
the deadline for drafting and the subsequent ratification of net ouput 
norms are analagous to the procedure for drafting and ratifying wholesale 
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prices. Therefore Goskomtsen [State Committee on Prices] specialists 

had to concern themselves with both one and the other. They had to study 
and cross-check a vast number of drafts of NChPS([net output norms] 
prepared by ministries and agencies for the entire mix of finished and 
semifinished products, spare parts, and all industrial works and services 
that are produced or performed for outside customers and for which prices 
are ratified. 


The party and government decree requires that the normative net output 
indicator be applied to the absolute majority of industrial enterprises 
and associations. What an enormous effort the staff of the UzSSR State 
Committee on Prices had to make to revise over 17,600 wholesale prices 
and at the same time to ratify 17,300 net output norms in 1981 alone! 
All these revisions were incorporated in 101 wholesale price lists that 
were then duplicated and distributed. 


The importance of the work that has been performed by the Committee on 
Prices can be judged alone by the fact that in keeping with the economic 
content of the NChP indicator, it must be used to determine the dynamics 
of the volume of production and labor productivity, for planning the wage 
fund and for monitoring its use. The NChP indicator must also be used 

in calculating the output-capital ratio and other indicators. 


G. M. Kuleshova presented a detailed description of the way in which 

the complex calculations of the net output norm were made and demonstrated 
it using the specific example of a machine building plant. In 1982, the 
republic Goskomtsen ratified 1660 NChP's on new products. 


Question: How are net output norms being introduced at republic enterprises? 


G. M. Kuleshova: Work in this direction is thus far proceeding slowly. 
Accordingly, the deadlines for converting many production associations 

and enterprises to the normative net output indicator have not always 

been met and new deadlines have been set. Some union-republic ministries 
(Ministry of the Food Industry, Ministry of the Fruit and Vegetable Industry) 
have not yet made organizational and economic preparations and have not 
devised methods permitting the NChP to occupy its appropriate place in 
indicators used in planning and in evaluating the performance of enterprises 
subordinate to them. 


The task of the present period is to analyze in depth the influence of 
normative net output on the performance of labor collectives, on increasing 
the effectiveness of production and on improving the quality of work at 
enterprises that have instituted the NChP indicator. Republic ministries 
and departments are presently making this analysis on the basis of their 
performance in 1982 and are suggesting ways of improving the given indicator. 


Editorial note: As became known after the press conference, in January 
1983 the normative output indicator was used by 584 enterprises, i. e., 
by only 41 percent of the total number of production facilities in operation, 
in Uzbekistan's industry. 
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Question: What has been done to improve price formation in agriculture 
in response to the decisions of the May (1982) Plenum of the CPSU Central 
Committee? 


T. A. Pan, member, Collegium of UzSSR Goskomtsen; chief, Department of 
Agriculture: First of all, I would like to mention the enormous aid that 

the party and government have rendered to agriculture in ever increasing 
measure. Agriculture has made major strides in economic and social development 
and has greatly increased the production of agricultural products that 

are needed so much by the country and the entire population. The economy 

of kolkhozes and sovkhozes has grown stronger. In the period that has 

elapsed since the March Plenum, payments to them for the sale of raw cotton 

in ovr republic alone increased 1.6 fold; for the delivery of cattle-- 

more than 2 fold; and for deliveries of dairy products--2.6 fold. 


There has been a significant increase in the production of foodstuffs. 
Nonetheiess, everyone knows that the food problem has not by any means 

been removed from the agenda. This is why cue May (1982) Plenum of the 

CPSU Central Committee drafted and adopted a long-range program for the 
rapid development of the country’s entire agro-industrial complex, for 

the further strengthening of the economy of kolkhozes, sovkhozes and other 
agricultural enterprises and organizations, and for increasing their material 
incentive to increase the production and sale of agricultural products 

to the state. 





By way of implementing the decisions of the given plenum of the Central 
Committee, a decision was made to raise the purchase prices on agricultural 
products and to introduce markups in purchase prices on products sold 

to the state by kolkhozes and sovkhozes operating with a low profit margin 
or at a loss. 


As of 1 January 1983, purchase prices were raised on raw cotton, grains, 
livestock products, potatoes, vegetables, fresh fruit, table grapes, dried 
fruits, tobacco, hides, and sheepskins produced in Uzbekistan. Calculations 
reveal that the new purchase prices will increase the annual incomes of 
republic kolkhozes and sovkhozes by 716 million rubles. Of this sum, 

551 million will stem directly from the rise in prices while 165 million 
rubles will be paid to farms operating with a low profit margin or at 

a loss in the form of a markup in purchase prices. 





The republic is presently engaged in a major effort to differentiate the 

new purchase prices by zone in order to level out the economic potential 

of each kolkhoz and sovkhoz as precisely as possible. We must eliminate 

as soon as possible the abnormal situation that exists with the present 

level of zonal prices and with the zonal distribution of farms--a situation 

in which some of the kolkhozes and sovkhozes do not even meet their production 
costs or in which the small amount of income realized by them is insufficient 
for expanded socialist reproduction. 


Very complex and important work must be carried out in connection with 
markups on the output of farms operating with a low profit margin or at 

a loss. We must keep a careful check to see to it that the markups are 
received by the farms that have low performance indicators due to objective 
natural and climatic conditions rather than due to mismanagement. 
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In conclusion, I would like to emphasize in particular that the rise in 
purchase prices on agricultural products does not in any way affect the 
retail price level. Additional outlays on agricultural products will 
be defrayed entirely by the state budget. 


Question: Please comment on seasonal purchase and retail prices: who 
establishes them, how are they established and what is their purpose? 


T. A. Pan: Seasonal prices (purchase and retail) are for the most part 
established for fruits and vegetables. This is done so that the population 
can be supplied with fresh fruits and vegetables the year round. Seasonal 
(higher) prices are usually established in the early spring, the late 

fall and winter. Their purpose is to defray additional costs associated 
with the production and prolonged storage of the given product and to 
encourage the appropriate farms, procurement and trade organizations and 
enterprises to grow more fruits and vegetables. 


Seasonal purchase prices are ratified by the republic Council of Mini” -ers 

in agreement with USSR Goskomtsen; seasonal retail prices are established 

by the Council of Ministers of the Kara-Kalpak ASSR, oblispolkoms and 

the Tashkent Gorispolkom. The degree of ripeness of the fruits and vegetables, 
the population's demand for them and the price level in the kolkhoz marketplace 
are taken into account in the process. 


At the present time, purchase prices are differentiated into 10 periods 

for cabbage, for example; into 13 periods for tomatoes; and into 19 periods 
for cucumbers. The correlation between the highest and lowest prices 

is 20 or more fold. 


Question: How is the level of retail prices determined? 


FP. A. Akhmedova, chief, Department of Light Industry, UzSSR Goskomtsen: 
socially necessary labor inputs are the basis for determining the level 

of retail prices as well as the level of other prices. At the same time, 
however, the social significance of various consumer goods is taken into 
account. Retail prices on everyday consumer goods (bread, meat, matches, 
salt, and fabrics made from natural fibers) are fixed at a relatively 

low level. At the same time, a higher level of retail prices is maintained 
on goods that are not vitally essential (luxury goods, jewelry, gourmet 
foods, etc.). 


A lower retail price level is established on goods for children--clothing, 
footwear, school stationery; on undergarments, headgear, outergarments 
made of film-coated fabrics and certain other products for adults; on 
many medications; and on sanitation and hygiene products. At the same 
time, prices are raised on products that are hazardous to human health 
(alcoholic beverages, tobacco products and cther similar products). 


Here is but one example: the retail price of a boy's school uniform (basic 
size) is 22 rubles whereas when all outlays are taken into account it 
should be 29.80 rubles. The enterprise receives the 7.80 ruble shortage 
from the state budget. 
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And there are many such products that the population truly needs but that 
must be subsidized by the state. 


I would like to emphasize once again that in the process of determining 
the level of retail prices, price formation organs approach each group 
of goods on a strictly individual basis because the population's real 
incomes depend in large measure thereupon. 


Question: What is being done in the price ratification process to prevent 
disparities in the prices assigned to similar products? 


F. A. Akhmedova: We analyze retail prices on the given group cr products 
for the entire country. We have sufficient information to do so even 
though in a year’s time the country ratifies more than 200,000 and the 
republic--more than 2,000 retail prices. Of course, you realize what 

an arduous operation it is to analyze retail prices and to select analogues. 
Por this reason, it is not always possible to make retail prices stable. 

To to achieve such stability, we have of late used the normative-parametric 
method of price formation which usually involves the use of computers. 


Even though this method is far from perfect, it does allow prices to reflect 
more completely differences in outlays on the production of individual 
models and helps to eliminate differences in the profitability of the 
product mix. 


The coordination of existing retail prices is another way of combating 
disparities. In other words, our Committee on Prices analyzes the level 

of retail prices on one or another group of commodities at the oblast 

level and establishes a uniform retail price. Thus, uniform republic 

prices were coordinated and recommended for ceramic items (trays, cups, fla- 
cons, etc.) produced in various oblasts of Uzbekistan. Prices were 

alse established on public catering products, on semifinished goods and other 
products. 


Question: What can be said about the rectification of rates on consumer 
and communal services? 


S. A. Agzamov, deputy chairman, UzSSR Goskomtsen: Services should evidently 
be divided into three groups. The first group includes those services 

to which society attaches particular significance (education, health 

care), that play an important part in improving production relations, 

and that directly influence the effectiveness of social production. 


The need for services in the first group is chiefly satisfied by social 
consumption funds. People's commonly recognized (normal) needs are satisfied 
in the process. People must pay to satisfy needs in excess of the recognized 
norms (visits to polyclinics that charge for their services, attending 
courses to qualify for license to operate private automobiles, etc.). 


The second group consists of services that satisfy people's most essential 
needs. The prices of these services are established below cost. Roughly 
one-fourth of the services that are rendered for a fee in our country 

are priced lower than the cost of performing them. Lower rates have been 
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set for housing, for the services of children’s institutions and organized 
rehabilitative institutions (sanatoria, boarding homes, preventoriums, 
rest homes), for urban transport (streetcars, buses, subways), and for 
services of cultural institutions (theaters, museums, etc.). 


Finally, the third group consists of services performed for prices that 
incorporate the surplus product. A considerable percentage of the services 
are performed specifically for prices in this category. This group includes 
workshops in the highest, first and second categories, specialized shops, 
salons, top-grade repair enterprises... 


The policy om pricing services in our country holds fundamental importance 
for raising the people’s living standard. Party documents have repeatedly 
emphasized that the service sphere consists not merely of branches that 
have the responsibility of fulfilling the plan but rather of services 

that deal directly with people, with all their different tastes and moods. 


Therefore a most important principle in the policy on pricing services 

is to ensure their stability. It is not by chance that prices charged 

for services in the USSR remain stable for tens of years. Thus apartment 
rents were established over 50 years ago; the rates charged in urban transit 
have remained unchanged for more than 30 years. 


The UzSSR State Committee on Prices ratifies rates and prices on consumer 
and communal services, on iiquefied gas, on tickets to museums, lecture 
series, theaters, concerts, stage performances, fashion shows, sports 
events, and other entertainment enterprises. 


In the last few years, there has been a major effort to improve prices 

on communal services. A list of basic communal services has been compiled 
and price lists of communal services have been compiled. The system of 
price lists has been rectified and the names assigned to rates have been 
made uniform. 


Today, the appropriate lists have been ratified for all basic communal 
services. They preserve the earlier price level with the existence of 
hotel services. The cost of these services has been increased and the 
compensation of blue and white collars for expenses incurred on business 
trips has been raised accordingly. 


Goskomtsen continues to improve the pricing of communal services, the 
procedure for paying for the use of urban passenger transport and bills 
for heating and hot water supply. 


Given the preservation of the social benefits enjoyed by the population, 

future improvements of prices and rates on the complex of housing and 

communal services will require the more extensive economic substantiation 

of services in order to eliminate excessively large differences that have 
developed in some regions of the republic and to increase their differentiation 
depending on the quality of services rendered, their seasonality and other 
important factors. 
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Question: What is the rationale behind temporary prices? To what kind 
of goods are th: y assigned and for what purpose? 


Sh. A. Tadzhiyev, member, collegium, UzSSR Goskomtsen; chief, Consumer 
Durables Department; At one time, temporary wholesale and retail prices 

were established for such products of improved quality in an updated mix 

as textiles, sewn and knitted goods, footwear, and furniture. Since 1976, 
this procedure has been extended to many other new consumer goods of improved 
quality. 


Such goods are customarily called “novelties* and temporary (naturally, 
higher) prices are assigned to them for a period up to 3 years. Temporary 
wholesale and retail prices on new goods of improved quality incorporate 
temporary markups in constant prices in order to compensate additional 
outlays associated with the development and expanded production of new 
products and with the payment of material rewards to the personnel of 
enterprises (associations), model centers, planning and design organizations 
who directly participated in the creation, organization of production 

and production of such goods. 


The “novelty” must clearly differ from their predecessors in a pos’tive 
direction by virtue cf their newness and originality, must be superior 

to them in technical specifications, style, finish, conformity to fashion 
and other features, and must enjoy higher demand among the population. 


Temporary wholesale and retail prices are assigned to textiles, rugs, 
furs and fur products, sewn and knitted goods, footwe.r, haberdashery, 
miscellaneous consumer durables, tobacco, perfumery, cosmetic and other 
nonfood commodities and to wine, alcoholic and chocolate confectionery 
goods in boxes. 


The ratification of temporary retail and wholesale prices is dictated 

by the concern of motivating supplier enterprises to produce goods that 
are distinguished by newness of style, model, which require the selection 
of appropriate materials, accessories, etc. 


Analysis of the application of temporary prices showed that they offer 
sufficient motivation to enterprises to produce goods of improved quality 
bearing the index “Novelty.” Thus if all sewn goods have a profitability 
of more than 17 percent, sewn goods with the index "N* have a profitability 
of almost 27 percent. 


Temporary prices are usually 10-15 percent higher than constant pricies 
and are 20 or more percent higher only in exceptional cases. It should 
be added that if goods of improved quality deviate from standards and 
specifications, price formation organs are entitled to cancel temporary 
prices on “novelty” products ahead of schedule. 


Question: How do contract prices on goods of improved quality differ 
from temporary prices? 
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Sth. A. Tadzhiyev: The well-known 12 July 1979 party and government decree 
on improving the economic mechanism calls for the establishment of contract 
retail prices on the first experimental lots of high quality goods and 

high fashion products. Such prices are provided for in agreements concluded 
between main administrations of the USSR Ministry of Trade (wholesale 
organizations of ministries of trade of union republics) and production 
associations (main administrations of ministries). 


Contract retail prices are established by the agreement of the parties 
with due regard to the consumer properties and qualities of the product, 
to its conformity with fashion, to existing demand, and the interest that 
enterprises (associations) have in producing it. 


The volume of the first experimental lots of goods and high fashion products 

to which contract retail prices are assigned are regulated with regard 

to their price by a combined total ranging from 50,000 to 300,000 rubles. 

If the production of such goods continues in excess of the initially established 
volume, the appropriate organs assign temporary prices (as to goods of 

improved quality) or constant prices to them under the established procedure. 


Unlike temporary prices on goods of improved quality, in the process of 
elaborating contract prices, models of new products are ratified by the 
directors of enterprises (production associations) and the appropriate 
trade organizations, while prices on goods of improved quality are ratified 
by technical art councils; contract prices are ratified for a certain 
lot depending on the price of a single item while temporary prices are 
ratified for a period of 18 months to 3 years depending on the cost of 
the product; finally, contract prices are fixed in the protocols of an 
agreement signed by heads of enterprises and trade organizations while 
temporary prices (or markups in prices) are ratified by price formation 
organs. 


Question: As we know, the 26th CPSU Congress indicated the need for the 

state and society to keep a tighter check on prices, to raise the responsibility 
of ministries and departments, and the heads of associations, enterprises, 
organizations and institutions for observing price discipline. What is 

being done in our republic in this direction? 


A. S. Saidumarkhodzhayev, member, Collegium, UzSSR Goskomtsen; chief, 

State Price Inspectorate: By way of carrying out the party's directives, 
the republic's price formation organs are constantly exercising tighter 
control and are improving its forms and methods. We coordinate our efforts 
with organs of people's control, with the Ministry of Internal Affairs, 
with Gosstandart [USSR State Committee for Standards], with the Uzbek 
Trade Union Council, and with the UzSSR Ministry of Finance, which has 
produced positive results. 


It is hardly necessary to go into a lengthy discussion of the serious 
harm that is inflicted on the state by any form of violation of price 
discipline. Therefore we must unceasingly improve the organization and 
increase the effectiveness of the monitoring of the proper establishment 
and application of wholesale prices in industry, of procurement prices 
in agriculture, of procurement prices in agriculture, and of rates in 
the service sphere. 
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The Committee on Prices devotes special attention to control in the stage 

in which draft prices are examined in the effort to halt parasitical tendencies, 
i. @., the attempt to jack up prices, and certain occasional abuses. 

Only stiff, effective control makes it possible to prevent individual 

managers from distorting state price policy. 


It is also important to exercise consistent control over price discipline, 
especially departmental price discipline. The right approach is taken 

by certain republic ministries and departments (housing and municipal 
services, water resources, Glavtashkentstroy (Main Administration for 
Construction in Tashkent], and others that have created the corresponding 
Structural subdivisions to deal with all problems of price formation and 
the monitoring of the application of prices by subordinate enterprises. 


Unfortunately, in many ministries and departments checks on the execution 
of directives on prices and price formation are conducted sporadically 

and superficially; they only formally record minor violations of price 
discipline without disclosing the reasons and without punishing the guilty. 
The time has long been right to put an end to the endless flow of one 

and the same “indications® of the inadmissibility of violations, the number 
of which is not decreasing. 


Ministers and heads of departments have been made personnally responsible 
for the correctness of the establishment and application of wholesale 
prices on the output of subordinate enterprises. It would seem that there 
should be exemplary order in this area but as checks reveal, there is 

no effective control over the observance of price discipline at the local 
level. Therefore violations of price laws are continuing and instance 

of outright deception of the state have not been eliminated. 


In some branches of the national economy, the number of violations is 
growing rather than diminishing. Forty percent of the surveyed enterprises 
of the Ministry of Land Reclamation and Water Resources had violated price 
laws in 1981; in 1982, over 72 percent of these enterprises were guilty 

of these violations. 


Our price formation organs are intensifying their control over the correctness 
of the application of purchase prices on agricultural products. Everyone 
knows that in recent years the state has allocated large sums to strengthen 
the economy of kolkhozes and sovkhozes. But all these sums do not reach 

the farms. Procurement organs take advantage of weaknesses in the knowledge 
of workers in the economic services of kolkhozes and sovkhozes and frequently 
cheat the farms in the process of accepting agricultural products. Last 

year, price formation organs discovered that the procurement organs had 
illegally obtained more than 630,000 rubles from kolkhozes. The price 
formation organs returned this money to the kolkhozes. 


Question: What can be said regarding the observance of retail prices 


and rates on services? How effective is the control over their correct 
application? 
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A. S. Saidumarkhodzhayev: It must be directly stared that the effectiveness 
of departmental control over the observance cf prices, rates and rules 

of service in republic ministries of trade and consumer services and Uzbek- 
briyash [expansion not given] is very low. 


Thus in the state trade system, the share of violations in the form of 
shortchanging and shortweighing increased by 3.3 percent at public catering 
enterprises last year and increased by 2.4 percent in retail trade stores. 


In a number of oblpotrebsoyuzy [oblast unions of consumers’ cooperatives] 
(Surkhan-Darya, Fergana) of the Uzbekbrlyash system, the share of violations 
1s two or three times higher than the republic average. 


The prices and rates on services rendered by personnel of consumer services 
enterprises are jacked up in some instances. There have also been cases 
when products have been sold without having been ordered beforehand by 

the customers, when the prices paid for work performed have no relationship 
whatsoever to the established rates and when the citizens are simply cheated. 


Price departments of oblispolkoms, social commissions of ray(gor) ispolkoms 

and the trade union aktiv are exercising regular control over the observance 
of retail prices and rates in the service sphere. UzSSR Goskomtsen supervises 
the methods employed in conducting checks, summarizes their findings and 
reports to directive organs. 


In 1982, staff workers of price formation organs checked 330,000 receipts 
(throughout the republic as a whole). They detected violations of prices 

and rates in 47,000 receipts that resulted in the customers being overcharged 
by a total 39,000 rubles. In the same yea: of 1982, 4431 persons guilty 

of violating state price discipline in the service sphere received various 
kinds of punishment. Of this number, 260 were removed from their jobs 

and the materials on 242 were transferred to investigative organs. 


In all, 3,181,600 rubles in additional earnings were converted into budget 
revenues (as a result of our checks) last year. This included 1,003,500 
rubles for violations of wholesale prices; 772,700 rubles for violations 
of retail prices; 600,700 rubles for violacions of rates on services; 

and 804,700 rubles for violations of purchase prices. 


Question: How do price formation organs influence the level of prices 
in kolkhoz markets? 


M. M. Makhamatov, deputy chief, Agriculture Department, UzSSR Goskomtsen: 
It should be remembered that the price level in kolkhoz markets form under 
the influence of supply and demand. But of course it also depends in 
large measure on the degree to which the population’s needs are satisfied 
with regard to the volume, quality and mix of products sold in the state 
and cooperative trade system. 


Accordingly the task of the price formation organs is to improve the system 
of purchase and retail prices and thereby to stimulate the increase in 

the production and sale of products in state and cooperativ’ trade in 

all seasons of the year, to improve their quality and to expand the product 
mix to the utmost. 
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The present state retail prices on many types of agricultural products 
(potatoes, tomatoes, cucumbers in the middle periods, carrots, garlic, 
etc.) are much lower than purchase prices. The difference between the 

new and the previous purchase prices and overhead expenses are paid from 
the state budget. The establishment of relatively low retail prices on 
agricultural products in state and cooperative trade compared with purchase 
prices will unquestionably influence market prices and will help to bring 
them down. Many other measures are also being undertaken with this aim. 


But why are market prices still significantly higher than state retail 
prices? Primarily because state and cooperative trade is by no means 
entirely able to satisfy all of the population's needs especially with 
regard to assortment, quality of product and season of the year. 


Indeed, what kind of product do we usually see on the store counters? 
Unsorted, dirty products that no longer look salable. This is why the 
shopper frequently turns to the marketplace. 


As we see, in addition to improving purchase and retail prices further, 

we must dramatically improve state and cooperative trade and take effective 
measures to implement the entire complex of measures envisaged in the 

Food Program. 


COPYRIGHT: “Ekonomika i zhizn'", 1983 
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INTERRELATIONS OF CREDIT, MONEY EXAMINED 
Moscow DEN‘'GI I KREDIT in Russian No 6, Jun 83 pp 21-31 


[Article by Doctor of Economic Sciences Ya. A. Kronrod: "On the Question of the 
Interrelationship of the Credit Nature of Money, Its Stock in the Turnover and the 
Amount of Credit" 


{[fext] The two-in-one function of socialist credit--redistributive and emissive, 
that is, the credit-return monetary form of redistribution in the process of the 
reproduction of material resources, which are temporarily freed from production in 
some of its links for their productive use in others, which temporarily need addi- 
tional assets, on the one hand, and the universal credit form of emission--the 
placement of money into circulation in its cash and noncash forms--and the credit 
nature of all the monetary stocks in the turnover, on the other, are posing the im- 
portant theoretical and national economic questions of the objective interrelations 
of the credit nature of the emission of money, the stocks of money in the turnover 
and the amounts of credit within the national economy. 


Each of the aspects of this problem has been elaborated for a long time and fruit- 
fully in our credit money literature. And although many controversial questions 
still exist in this area, the very positive achievements in their elaboration are 
also obvious. At the same time the above-named problem as a whole has been elabo- 
rated to a lesser extent. With the complication of the national economic propor- 
tions and the need for the improvement of the regularity of the maintenance of 
strict conformity between the physical and value proportions of reproduction the 
role of this problem is undoubtedly increasing. This article is devoted to its 
basic scientific aspects. 


The prerequisites of the temporary freeing of material stocks and monetary assets 
from some links of this process and the need for the temporary absorption of the 
additional amounts of such stocks by other links are incorporated in the very con- 
ditions of the flow of the process of expanded reproduction and all its phases-- 
production, distribution, exchange and consumption; moreover, each link in turn 
temporarily either frees the stocks or absorbs them. 


The alternation of the inflows and outflows of money of necessity is characteristic 


not only of the circulations of the assets of individual links of social produc- 
tion, but also of the social process of reproduction as a whole. 
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What do the constant and unequal freeing and absorption of monetary assets imply 
economically? 


Whereas on one side money, which is the realization value of produced goods, that 
is, their value which has acquired monetary form, is freed, in case of the normal 
balance of the economic turnover, the stocks of goods, the value of which has been 
realized, are on the other side. But so that socialist reproduction in all its 
links would occur continuously and its material stocks would be used most effi- 
ciently, it is necessary for the temporarily freed portion of them not to be im 
mobilized, but to be transferred to the places of their use in production, their 
temporary redistribution by means of the redistribution of the temporarily freed 
monetary assets, which are the realization value of the freed material stocks, is 
necessary. Such redistribution is also carried out in the form of credit as the 
formation and use of the loan fund; the credit accumulation of the temporarily freed 
monetary assets in the economic turnover in the loan fund and the use of these as- 
sets by the granting of credits for the maintenance of the continuity of their 
functioning in the reproduction process. Thus, the socialist loan fund is a uni- 
fied national economic fund, which has been accumulated on the basis of credit re- 
lations, of the monetary assets which have been freed in the process of reproduc- 
tion, as well as the assets which have been specially accumulated and transferred 
by the state for their credit redistribution to the credit system (this system's 
own assets and the constantly mzintained monetary resources of the financial sys-~ 
tem). Moreover, the monetary assets, which are circulated by means of credit emis- 
sion, which is carried out by way of the anticipation of the needs of the realiza- 
tion of the value of the portion of the surplus product, which is being accumulated, 
and the portion, which is being allocated for the increase of the public consump- 
tion funds, are included in it. 


The economic content of the loan fund as a necessary speci2l reproduction form of 
the movement of the monetary assets of socialist society makes it possible, in our 
opinion, to clarify the question of the decisive principles for the formation of 
the loari fund: the accumulation of liabilities or the emission of monetary assets 
for the needs of the economic turnover. The loan fund is the result of both of 
these processes: both the accumulation of idle monetary assets and their anticipa- 
tory emission within the framework of the real needs of the turnover, moreover, 
the accumulation of the monetary assets, which are temporarily freed from the turn- 
over and are the realization value of the commodity, which was created in past 
cycles of reproduction and with its accumulation acquired a monetary form by means 
of the emission process of giving this form to the turnover, acts as the basic 
source. 


The existence of credit relations and a credit system contains the possibility of 
a credit form of money circulation. The conditions of the socialist economy not 
only realize this possibility, by changing this form into the actually existing 
form, but also make the credit form of money circulation, and along with it the 
credit currency notes, the functioning of which forms this circulation, a univer- 
sal and the only possible form. 


At first glance, it would seem, there should be no need for a universal credit 
nature of money circulation and the uniqueness of this form of it. Indeed, first, 
the cash turnover on the sale of goods and services to the population is carried 
out in cash form (only in small proportions with the participation of credit), the 
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payments of the population to the financial system also are not directly of a credit 
nature; second, the distribution and redistribution of the value of the net income 
through the financial system (the budget and other forms)--from the sphere of pro- 
duction and back to it and to the nonprod:cion sphere--are also not directly 

credit relations, but occur as the direct unequivalent movement of value in mone- 
tary form. 


However, in reality this does not rule out, but necessarily presumes the universal- 
ity and uniqueness of precisely the credit form of the money turnover in its en- 
tirety. The point is that none of the indicated forms of the circulation of money 
exists by itself, but rests on the basis of the turnover of the value of the re- 
production fund and is derived from the movement of the gross national product as 

a commodity product and the realization of its value. The entire turnover with 
respect to its realization necessarily occurs as the payment turnover, that is, 

in all its links and forms is necessarily mediated by credit. This is directly due 
to the regularity of the process of reproduction, which objectively requires the 
holding and expenditure of all the monetary resources of socialist enterprises by 
means of a unified credit system--the State Bank (on the whole and several others), 
and thus the movement of these assets through credit and payment relations (the ac- 
cumulation of assets in accounts at the bank, payments by means of the movement of 
these assets through bank accounts or in cash form, but with the direct involvement 
in this of the credit and payment relations between the bank and enterprises, just 
as the granting by the bank of credits against the amounts of goods, which are in- 
tended for sale or go through this process--payment credits). Since the basis of 
money circulation--its entire predominant portion as the turnover of the value of 
the reproduction fund and the realization of the value of the national product be- 
ing reproduced--occurs necessarily on a payment credit basis,? that is, is of a 
credit nature, the entire remaining amount of the money circulation, being a super- 
structure over the former, by its economic essence also acquires this credit nature. 
This occurs directly in the form of the payment turnover--the formation of the in- 
come of the population, the payments of trade organizations through the credit sys- 
tem by means of the receipts which are the realized income of the population; indi- 
rectly--in case of cash circulation, which realizes the income of the population. 
This portion of the money circulation with respect to its direct form is not of a 
credit nature as such--this is the circulation of money as such, its functioning as 
a means of circulation. However, it results from the preliminary payment credit 
turnover; thus, this latter, while mediating it, in the economic respect also lends 
it a credit nature. 


Now let us turn to the question, why do currency notes under socialism necessarily 
act as credit money, why is this form of it under socialism a universal and the 
only possible form? 


The stocks of money in circulation should conform strictly to the needs of the 
process of socialist reproduction, which takes place in accordance with a plan. 
Meanwhile on the basis of paper money circulation an objectively governed mecha- 
nism of the maintenance of such conformity cannot exist. The very mechanism of 
the placement of paper money into circulation and its withdrawal from it is a 
budgetary mechanism and is not directly connected with the pulsation, the elasti- 
city of the needs of the turnover for money. Therefore paper money, having en- 
tered the turnover, usually becomes established in its channels. This contradic- 
tion in case of a spontaneous nature of circulation is resolved by the spontaneous 
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reaction of circulation to the overflow of the channels of money circulation, the 
depreciation of currency notes, the reduction of their gold content and the spon- 
taneous increase of prices. 


The soctalist economic system eliminates the mechanism of the adaptation of the 
real value of the money stocks being formed to the needs of the payment turnover 

in the form of the spontaneous reaction of prices. Under the normal circumstances 
of the planned flow of the reproduction process it thereby eliminates the paper 
money nature of circulation and the nature of currency notes as paper money. Under 
these conditions the objective need for the elastic adaptation of the circulating 
money stock to the planned needs of the economic turnover also appears as the need 
for a credit money mechanism of money circulation, the credit mechanism of the 
supply of circulation with money, that is, the circulation of currency notes only 
and exclusively as credit money. Owing to the nature of the relations of the credit 
money mechanism with all the phases of socialist reproduction and the credit nature 
stemming from this of the entire money turnover, all the forms and types of money 
circulation,this mechanism objectively also contains the possibilities of the sys- 
tematic maintenance of the conformity of the money stocks emitted by it to the 
elastic needs of money circulation. 


By granting credits for commodity supply to the national economy, the bank there- 
by precisely by credit means is introducing in the turnover money stocks which 

lend a monetary forn to value, that is, realize the commodity value which should 

go through the process of realization, distribution and redistribution. Thus, the 
money stocks, which are necessary for its accomplishment, are introduced in the 
turnover via credit channels. In exactly the same way by the repayment of credits, 
that is, their return from active circulation by the links of the national economy 
to the bank, the money stocks leave this process, are withdrawn from it. It stands 
to reason that both the introduction of money in the turnover and its withdrawal 
from it occur not automatically, but are regulated accordingly by the real needs 

of the national economy in accordance with a plan, particularly by means of the 
credit and cash plans of the State Bank. 


Thus, in the socialist economy, in which the realization, distribution and redis- 
tribution of the value of the gross national product, which is being reproduced, 
and the turnover of the value of the reproduction fund are mediated by credit, 
money circulation as a whole is of a credit nature. Under these conditions, when, 
on the one hand, the maintenance of the circulation of the money stocks and money 
in conformity with the elastic needs of the economic turnover is necessary and, on 
the other, this is achievable only through the credit money mechanism, the univer- 
sal and only possible form of the notes of circulating money is their credit form, 
while the universal and only form of their emission is the credit form of emission, 
That is why the entire money stock, which is necessary for the turnover, can be 
introduced and in fact is introduced in the turnover exclusively only on the bases 
of credit. Money under socialism necessarily acts as credit money. Paper money 
is intrinsically incompatible with the economy of socialism and its planned nature. 


As the composition of the cash and noncash money stocks, which serve the economic 
turnover, shows, they are all introduced into it only by means of their emission by 
the credit system (the State Bank) on the basis of the credit relations with the 
nat ional economy .4 
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The USSR State Bank, in carrying out in unity its emissive and credit functions, 
grants to the economic turnover, in conformity with its needs, through the chan- 
nels of planned lending the necessary stocks of credit money in two forms: first, 
cash, that is, currency notes--banknotes--in the form of notes of the State Bank 
and treasury notes (as well as change); second, money of the bank turnover, that 
is, currency notes in the form of entries in the bank accounts of noncash monetary 
assets.? 


Both forms of money are inseparably interconnected. The money of the bank turnover 
always can be changed and in reality is changed into cash notes; this occurs in 

all the instances when the bank client--the holder of monetary assets in a bank 
account--withdraws these assets from the account in the form of cash. On the other 
hand, every amount of cash, which is deposited in the bank and is recorded in the 
account of its client, is changed thereby into the form of the money of the bank 
turnover. 


Let us emphasize that these conversions do not give grounds to presume that one of 
these forms, namely the money of the bank turnover, is a converted form of its cash 
form--the banknote--and therefore is obstensibly not currency notes, but only a 
credit substitute of money, a right to the money and so forth. 6 


This is not so, because the very content of money circulation requires both forms 
of money, each of which is a token of a real monetary commodity--gold. While 
serving the payment turnover, the money of the bank turnover makes its movement 
through long chains of payments, and inasmuch as these chains to a significant ex- 
tent close within the relations between the enterprises of the two spheres of so- 
clalist production, as well as of these latter with a number of institutions of the 
nonproduction sphere, it does not change its form and is not converted into cash, 
banknotes in any of the links of these chains. Thus, there are not even external 
reasons to regard noncash monetary assets as the right of claims to cash, as the 
replacement of the latter by the former and to regard the noncash payment as the 
transfer of the right of claims to cash. Strictly speaking, it would be possible 
with the same "reason" also to regard the cash payment as the transfer of the 
right of claims to noncash assets and cash itself as substitutes of the money of 
the bank turnover. It is theoretically entirely permissible to presume the possi- 
bility in general of the disappearance of the cash form of currency notes, espe- 
cially in connection with the prospect of “electronic money," and the complete 
domination in both areas of money circulation of currency notes in their noncash 
form and the money of the bank turnover. 


The understanding of the nature of noncash assets in the accounts at the bank as 
the money of the bank turnover is extremely essential for the consideration of all 
the negative consequences of excessive lending for money circulation (particularly 
excessive cash emission), for the assurance of the planned forms of the movement of 
the money of the bank turnover, its emission and circulation in the national eco- 
nomic turnover. / 


Thus, the systematic use of the law, which controls the stock of money in circula- 
tion, is a vital economic necessity and is backed by an entire system of planned 
forms of the management by the socialist state in the person of the bank of the 
money turnover of the country. 
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Without dwelling on the law itself (this problem has been studied adequately), let 
us merely note that for the revelation of the content of the law which controls the 
stock of money in circulation, as well as the necessary forms of its use, the under- 
standing of the sphere of its effect is important. This problem embodies the clari- 
fication of two aspects. The first of them is, does the effect of this law encom 
pass the entire monetary circulation as a whole--both its cash area and noncash 
area? Inasmuch as both of these areas, as it turned out, are areas of precisely 

the money circulation and this process is served by money in its banknote form 
(cash) and the money of the bank turnover (money in its noncash form), it would 

seem that there is no problem here. The common essence of both areas (cash and 
noncash) of the money circulation precisely as areas of the functioning of money, 
the integrity of the entire process of money circulation, the reciprocal conver- 
sions of the noncash forms of money into cash forms and back, the specific national 
economic framework of the needs for stocks of functioning money in both forms--all 
this implies the need, first, for the effect of the law, which controls the stock 

of money in circulation in both spheres equally, and, second, for its planned use 

in these spheres. 


However, some economists limit the sphere of effect of the law in question only to 
the area of cash circulation. The argument in favor of such a limitation consists 
in the fact that noncash assets, which serve the noncash payment turnover, ostensi- 
bly are not a special form of currency notes, but are either credit forms, which 
serve this turnover instead of money, or the right to money (more precisely, its 
cash notes). As a result there is no place here for the law of money circulation. 
It is obvious that inasmuch as the initial premise itself--the denial of the mone- 
tary nature of noncash assets and their undoubtedly strictly monetary nature as the 
money of the bank turnover--is untenable, the limitation of the sphere of the law, 
which regulates the stock of money in circulation, only to the cash circulation is 
also untenable. 


Another argument, which is close to the examined one, but all the same differs 

from it somewhat, is that the laws of credit, and not money circulation, are in ef- 
fect in the sphere of the payment turnover. "In economic literature there is a 
point of view, in accordance with which the law of money circulation, which regu- 
lates the cash turnover, also applies to the noncash turnover. It is impossible to 
agree with this,"9 I. I. Konnik asserts. Unlike the cash circulation, he writes 
further, "which serves mainly the realization of the goods of state and cooperative 
trade, the sphere of the noncash money turnover encompasses diverse relations which 
are different by their nature... the laws of the credit sphere to a significant de- 
gree govern the noncash turnover."10 This argument is untenable. It actually re- 
places one question with another. Of course, the laws which regulate the money 
turnover are special laws, which do not reduce to the law of money circulation-- 
whether it is the cash turnover or the noncash turnover. But it is a question not 
of the laws which regulate these turnovers, but of the law of the stock of money 
which is needed for their accomplishment. But this is something entirely different. 
The turnovers themselves--their volumes and nature: the sums of the prices of the 
goods being sold, the sum of the received payments, the form in which both (cash, 
noncash) are accomplished--this is given as the factors which determine the law of 
the stock of money in circulation, but are not determined by this law. To say that 
since the noncash turnover is the sphere of effect of the law of credit, therefore 
the stock of money, which is needed for its accomplishment, cannot be regulated by 
the law of money circulation, is the same thing as saying that inasmuch as the 
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turnover of goods--the means of consumption--is governed by the laws of the retail 
commodity turnover, while the monetary income of the population is governed by the 
law of distribution according to labor, there is no place here for the law oe money 
circulation. The erroneousness of such an argument is obvious. 


The second aspect of the problem of the sphere of effect of the law of the stock 
of money in circulation consists in the clarification of what components of the 
payment turnover form the total money turnover, which requires certain stocks of 
money for its accomplishment. 


Some economists believe that the functioning of money as a means of payment should 
be limited only to the payment turnover whichis directly connected with the reali- 
zation of commodity values. As to the payment turnover which is the processes of 
distribution and redistribution as processes of the relatively independent movement 
of monetary value, the money turnovers given rise to by this are secondary, are de- 
rived from the former and therefore ostensibly do not require special stocks of 
money for their accomplishment. This is backed by the argument that only commodity 
circulation is a phase of reproduction.!1 In reality this is not so. Distribution 
(which encompasses the flow of the processes of the distribution and redistribution 
of the realization value) is an independent phase of reproduction, the processes 
occurring in it appear in the form of a special monetary payment turnover. The 
processes of circulation and distribution occur not only in sequence, but also at 
the same time. Both imply the need for a special stock of money for serving the 
sphere of the planned turnover in excess of the stock which functions in the turn- 
over of the realization of commodity values. Along with being of theoretical im- 
portance this problem is also of great practical importance. Its correct solution 
dictates specific methods of the systematic determination and regulation of the 
stocks of money, which are needed for circulation in both areas--cash and noncash. 


Now, after the examination of the credit nature of the money turnover: both forms 
of currency notes--cash and noncash, and the sphere of effect of the law of money 
circulation the two functions of credit or, more precisely, its two-in-one function 
should be examined more closely: the credit function as such--the accumulation of 
the monetary assets, which are temporarily idle in the national economy, in the 
loan fund and the granting of credits to it from this fund, and the money emission 
function. By granting credits to the national economy, the State Bank is thereby 
emitting in this form the money which is needed for circulation in the cash, bank- 
note form and in the noncash form--the money of the bank turnover. 


Why and how does this happen? Credit redistribution in the form of the formation 
and use of the loan fund is by the very content of the process the movement of 
value in monetary form. By accumulating the value of the commodity product, which 
assumed monetary form as a result of realization and accomplishes in this form 
movements in the processes of its further realization, distribution and redistribu- 
tion, the credit system (mainly the State Bank), by transferring on a credit basis 
that portion of this value, which is temporarily freed in some links of social re- 
production, to other links of it, which temporarily need them, that is, by granting 
them monetary credit, is thereby not simply mediating the money turnover--it ob- 
tains money from some links and transfers it to others. Every act of credit, that 
is, the issuing of a loan in monetary form, is at the same time also an act of the 
giving of money to the turnover. 
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The accumulation by the bank of monetary value by its economic content is of a 
threefold nature. First, the bank accumulates such value by way of the repayment 
by the client of the loan previously obtained by him. In this case, under the 
conditions of the universality of the credit money form, the withdrawal of money 
from circulation occurs. The once emitted and circulated money stocks (via the 
accounts of the bank as the money of the bank turnover and in cash, banknote form), 
having been used for the repayment of a loan, thereby cease their existence; ac- 
cordingly the money stock, which is in active circulation, is reduced by the sum 
of the repaid credit. Second, the bank accumulates monetary value by way of the 
attraction of liabilities. In this case it uses it (if it does not withdraw cash 
from circulation) for the granting of materially backed credits. In other words, 
the once emitted money, which has been received by the bank in the process of its 
liability operations, is transferred by it in the process of its asset operations 
as new credits to the economy. Thus, the accumulation of liabilities and the 
granting of new credits by means of them and in their amounts--processes which oc- 
cur simultaneously--do not change anything in the stock of circulating money. The 
bank, by accumulating liabilities, attracted to its liability accounts from the 
turnover just as much money as it returned to the turnover via its asset accounts, 
having granted credits by means of these liabilities. In this case, in contrast 
to the former, there corresponds to each liability operation of the bank its asset 
share, the attraction of money to the liability accounts of the bank corresponds to 
its transfer as credits via the asset accounts. On the contrary, in the former 
case the attraction of money by way of the repayment of credit signifies not simply 
the elimination of the amounts of credit via the asset accounts, but the elimina- 
tion of the corresponding amounts via the liability accounts, that is, the decrease 
of the bank liabilities. 


Third, the bank for the material backing of the amounts of value of the surplus 
product, which have been produced in the national economy (this can also happen 
in case of the increase of the reserve stocks of finished products and unfinished 
production and others), grants credits in excess of the already available liabil- 
ities which have been accumulated by it. In this case the amount of the credits 
granted to the national economy does not simply increase, but the stock of money 
issued to the turnover also increases. This will aiso find expression in the cor- 
responding increase of the total amounts of the bank liabilities either in their 
noncash form (the increase of the amount of the money of the bank turnover, which 
have been issued to the turnover) or in their cash form as the increase of the 
emitted banknote stock. 


That is why it is incorrect to confuse the question of bank resources--the loan 
fund--with the means of the formation of the monetary form, with the fact that it 
is formed by means of the bank emission of cash and noncash monetary assets. Of 
course, the opening of every new credit is the emission of money, its introduction 
in the turnover in one of these forms. The point is, however, that owing to the 
two-sidedness of the functions of the bank: redistributive and emissive, the bank 
along with emission redistributes the temporarily idle material assets (value) by 
means of and in the form of the redistribution of the temporarily idle monetary as- 
sets which express this material (commodity) value. But from this it also follows 
that the bank should accumulate as its liabilities--the loan fund--this temporari- 
ly idle value and, to the extent of its accumulation (the amounts of the formed 
loan fund), should grant it to those links of the economy, which need it (tempor- 
arily). In this case it is all the same whether this demand is the need for 
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additional physical working capital or only for the monetary form for their real- 
ization. 


The fact that credits are granted in the amounts of the material backing (that is, 
when there is physical working capital, in excess of the internal standard working 
capital), masks the nature of the credit being granted: monetary or capital. If 
a loan is granted as a payment loan (for example, against the documents of shipped 
goods), its specifically monetary nature is obvious (a loan of money) .12 It is 
also obvious when loans are granted for covering the shortage of assets, which 
forms due to the accounts receivable of the loan payer, the shortage of monetary 
assets for the payment of wages due to the noncoincidence of the delivery of the 
receipts for goods to the payer of the wages and the date of payment of the wages 
by it and so forth. In other instances, as a rule, the loan is a loan not simply 
of money, but of additional assets in monetary form (just as, obviously, this oc- 
curs in case of a loan for the making of capital investments, the making of expendi- 
tures of future yeare and sc on). However, whether it is 2 loan of the needed 
monetary form or a loan of additional assets, in both instances its source is the 
value, which is temporarily idle in the economy, has been accumulated by the bank 
in the loan fund and is represented by the idle monetary form, which acquired this 
form by means of emission in the preceding cycles of production, when this value 
was accumulated for the first time as an additional element of the assets which 
required for their realization an additional stock of money. 


thus, the bulk of the loan fund is the stocks, which are accumulated and redistrib- 
uted by the bank, of monetary assets which are temporarily freed in the economy, in 
the process of reproduction--production, distribution and redistribution, circula- 
tion. Another portion of this fund is the newly emitted monetary assets, which are 
formed in conformity with the increasing needs of reproduction to the extent of the 
accumulation of the surplus product, which is being created. They also appear as 
an anticipatory form of emission. In this case no longer a portion of the available 
loan fund is used, while the credits being granted as an anticipatory monetary 
value become established as an additional element of the loan fund. In this case 
an asset operation directly creates an additional liability (in noncash or cash 
form). That is why the ideas of some economists that assets in general create 
liabilities, each time is directly the confusion of the anticipatory activity of 
the bank with redistributive activity. Of course, technically, if you take the 
opening of a credit account for an individual economic link against the product 
being sold by it, this can be represented as an asset operation, which causes the 
formation of a liability. However, if we look at the matter from a national eco- 
nomic standpoint, the loan to each given link of the economy is not at all an an- 
ticipatory loan without fail; on the contrary, as a rule, its source is the liabil- 
ities which already exist at the bank. 


At the same time in all instances of the granting of credits by the bank, regard- 
less of in what manner they have been emitted (redistribution or anticipation) and 
for precisely what the money being obtained as such credits is being directly 
spent--for the payments for delivered goods, the payment of wages, the formation of 
seasonal stocks, the replenishment of working capital and so on--they are the mone- 
tary form of value, money, and they function only as means of circulation and pay- 
ment, until they are withdrawn from circulation by the repayment of the loan. 


32 





Thus, the entire amount of liabilities of the bank--in the form of cash emission and 
in the form of noncash assets in the accounts of its clients--is the stocks of money 
in circulation (within the liabilities in the noncash form only a small portion of 
them, which is connected with internal bank settlements, which are due to the pro- 
cedure of the bank turnover, does not serve the real circulation).13 


Thus, the assets in the accounts of the clients of the bank and in cash form--in 
the form of the balances of cash in the cashier's office of enterprises and insti- 
tutions and in the hands of the population--are both the stocks of money, which was 
emitted through credit channels in the preceding cycles of reproduction and its 
stocks, which were additionally introduced in the turnover, in conformity with the 
needs of the realization of the value of the surplus product in the given cycle 
(year) of reproduction, that is, in the form of so-called anticipatory emission-- 
the introduction in the turnover of the money stocks, which have already been used 
and will be needed for the realization and further movement of the value of the 
surplus product in this cycle, which has been and is being created. 


The entire amount of monetary assets, which are in circulation, is also the aggre- 
wate of: 1) the monetary assets in the bank accounts of enterprises of the produc- 
tion sphere; these assets by their economic nature are the realization value of 
the produced commodity product, which has been temporarily established in monetary 
form in the turnover; 2) the monetary assets in the accounts of the State Budget; 
mainly the net revenue, which is accumulated by the budget, is opposed to these as- 
sets, the value in monetary form, which is the value of the previously accumulated 
revenues (a portion of the amortization fund and others), as well as the assets of 
the population, which are redistributed through the budget (tax payments, loans and 
so torth), is accumulated by it; 3) the monetary assets in the accounts of enter- 
prises and institutions of the nonproduction sphere, which are the redistributed 
assets of the budget and in part of the population; 4) cash assets (of the popula- 
tion, enterprises and institutions); 5) the noncash assets of the population, 
savings, which, having been attracted to deposits, form a vital component of the 
liabilities of the State Bank, that is, an element of active circulation. The total 
amount of money in active circulation is also formed from the sum of these five 
economically and functionally separate types of monetary assets (with the deduction 
from this sum of the amounts which, being in bank accounts, function as a means of 
social accumulation, and in the hands of the population in the form of individually 
saved cash. The money of the population in accounts at savings banks, which func- 
tions as a means of individual savings, while being in deposits, also continues the 
process of circulation in the sphere of the public sector). 


Thus, the State Bank (with the participation of other links of the unified credit 
system--the All-Union Bank for Financing Capital Investments, the Foreign Trade 
Bank, savings banks), by concentrating in its accounts in monetary form the value 
which has been freed temporarily from the process of production of some enterprises, 
transfers it for a while to the turnover of other enterprises. This accumulation 
and credit transfer of monetary assets are within the framework of simple reproduc- 
tion. Moreover, the State Bank also accumulates as a new liability the additional 
form of monetary value, which it grants to the turnover by way of anticipatory emis- 
sion for the realization of the value of the amount of the product which was pro- 
duced in excess of the amount of its simple reproduction, for realization and move- 
ment in the processes of the further realization, distribution and redistribution 
of the value of the surplus product. 
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The economic result of this process is as follows: the national economy receives 
credit in the amounts of the temporarily freed (plus anticipatory) value in ali the 
links of reproduction and in the nonproduction sphere, as well as the amount of 
cash in the hands of the population and thereby at the same time it receives in 

the form of these credits the stocks of money, which is necessary for circulation 
in the cash and noncash forms. But from this it follows that the volume of lend- 
ing is limited not only by the real needs of the national economy for the material 
resources, which are temporarily being freed and are being redistributed, but also 
by its needs for monetary assets for circulation and payment, that is, not only by 
the framework of the need for credits, but also the capacity of money circulation. 


These economically different limitations are not independent of each other. At 

the same time intrinsically they not only are objectively interdependent, but for 
the most part also coincide in quantitative terms. How is this explained? The 
objective Limitations of the normal national economic needs for an amount of credit 
in case of the socialist planned form of the organization of working capital, the 
stably nondecreasing amount of which is formed as internal capital (from the profit 
ot economic links or budgetary sources), are formed from the following components: 
a) the additional amounts of the temporarily needed productive working capital 

(in excess of the internal working capital), which is formed during the normal 
planning turnover of assets; b) the additionally needed cash and disposable stock 
(in excess of the internal cash and disposable stock)-~-the reserves of finished 
products, means of payment (due to the noncoincidence of the dates of the arriving 
payments and the dates of the payment of assets for delivered products); c) invest- 
ments in the regularly necessary expenditures of future years; d) investments in 
above-standard immobilized working capital--material stocks, unfinished production, 
stocks of necessary finished products; e) the temporary making up of the shortage 
of internal working capital due to incurred losses. 


The aggregate of these components of the amount of credits necessarily should be 
within the limits which are determined: as viewed from the lower limit--by the 
total amount of the assets of the five indicated components of credit (a, b, c, d, 
«) and as viewed from the upper limit--by the amount of physical assets, which are 
temporarily freed in the circulation of reproduction and are established in the 
form of idle monetary assets as liabilities of the bank (plus the emission which 
is carried out in anticipation within rational planned limits). But the matter is 
not confined to this. There should necessarily be a more or less significant ex- 
ceeding by the amount of the upper limit of the amount of the lower limit, within 
the framework of which credit resources would be created for systematically ex- 
pedient investments: a) in intermediate- and long-term capital investments (the 
extension of credit for investments in technical innovations, some types of capi- 
tal operations and so forth, which pay for themselves); b) the extension of credit 
for unforeseen marketing needs of the economy; c) consumer credits to the popula- 
tion and so forth. 


The aggregate of both these groups of needs for credit investments also forms the 
amount of these needs in the course of expanded reproduction, which form objec- 
tively and should also coincide with the upper limit of credit--the material as- 
sets, which are temporarily freed and are redistributed by way of credit in mone- 
tary form. This in turn means that an essential factor of the scale of the forma- 
tion of the national economic amount of internal working capital objectively is 
the conformity of this amount to the amount of the formation of material assets, 
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which are regularly freed temporarily for credit redistribution. The latter are 
nothing other than the value of the national product, which is being reproduced, 
in commodity form, in that portion of it, which occurs at the stage of realization, 
commodity-money and money-commodity, as well as the movement of the realization 
commodity value at the stage of its distribution-redistribution, monev-monev. 


The interrelationship of the national economic limits of the amount of credit and 
the amount of the money turnover, in short, of the amounts of credit being granted 
to the economy (at each given moment, that is, its “balances") and the stocks of 
money (cash and noncash), which are being granted to the economy and are needed for 
the turnover, is also explained by this. It is a matter namely of the fact that 
credit redistributes the value, which has passed through and is passing through 

the process of realization, as well as the processes of distribution and redistribu- 
tion. Let us assume that the temporarily freed value in these processes comes to 
10 billion rubles; a month, during which it will make 20 turn. vers (will pass 
through a number of links of realization from the supplier to the consumer, as well 
4s in 4 certain portion of it through a number of links of financial and credit re- 
distribution), is required for its realization, distribution and redistribution. 
The total amount of the money turnover in this case will come to 200 billion rubles 
(10 billion rubles% 20). The money, which in turn was granted by way of credit 

(10 billion rubles), also makes a number of turnovers. 


Diverting attention from organizational and technical factors, the rate and number 
of their turnovers will be determined by the real rate of the commodity realization 
and the flow of the processes of distribution-redistribution. Since the commodity 
value makes each of its turnovers, being mediated precisely by the monetary form, 
in the spheres of circulation, distribution and redistribution, its movement is 
nothing other than the corresponding payment turnover--the movement of the stock of 
money. In other words, since the monetary vaiue temporarily freed from production 
is granted to the turnover by way of credits, and it makes its own movement after, 
on the basis of and in the amounts of the movement of the commodity value in the 
processes of its realization, distribution and redistribution, this value or the 
stock of money being turned over makes the same 20 turnovers, having served the 
payment turnover in the amount of 200 billion rubles. Thus, if money in the 
amounts of the commodity value, which has really been freed from production and 

has been realized in monetary form, is introduced on the basis of credit in the 
turnover, the amounts of this money for the mogt part conform to the needs of the 
economic turnover for money. 1 


The mechanism of the socialist credit system has been strictly tailored so that 
credits would be granted on the scale of the amounts of the commodity value, which 
really goes through the processes of realization, distribution and redistribution. 
This is achieved by lending against real physical collateral on the basis of the 
observance of the special purpose, returnability and fixed term of the granted 
loans. 


But in this case the conformity of the need for the amount of credits and for the 
amount of monetary assets for circulation is achieved, let us specially emphasize 
this, only for the most part, that is, far from completely. This is due to the 
fact that there is no and can be no strict connection between the needs of the 
national economic turnover (the capacity of circulation) for money and that stock 
of money, which is introduced in it through credit channels owing to the fact that 
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the money, by moving in accordance with the direct service of the commodity reali- 
zation, and then in accordance with the distribution and redistribution of the real- 
ization value, has relative independence in this movement. The rate of circula- 
tion of the money stocks in the economic turnover, although it depends on the 

means and rate of the commodity turnover, as well as the conditions, forms and in- 
tensity of the occurrence of the cistributive-redistributive processes, that is, 

on general economic conditions, experiences certain more or less significant in- 
tluences trom the degree of the structural balance of the commodity supply and 

the effective demand, on the one hand, and on the part of the forms of the organiza- 
tion of the money circulation itself. The credit money turnover owing to these in- 
fluences either expands or narrows irrespective of the movement of physical assets 
and the flow of the physical process of reproduction. 15 


Of course, the material backing of credit is extremely important as a factor of 

the assurance of the conformity of the money stock being emitted to the real needs 
of the turnover, but such backing itself mechanically still far from guarantees 
complete conformity. The backing of credit can consist of material stocks, the use 
ot which in the process of production is delayed or in one link or another of the 
commodity turnover the process of their realization is delayed due to the lack of 
conformity of demand and supply or for some other reasons (transportation condi- 
tions, the regional gaps between commodity supply and the effective demand which is 
being made and so forth). Therefore the stocks of money, which have been granted 
to the turnover through credit channels as the monetary form of the value of these 
reserves, may turn out in one part or another to be excessive. If excessive stocks 
of money of the bank turnover form, this can serve as a factor of the economically 
unbalanced expenditure of the cash circulation due to the outflow of monetary as- 
sets from bank accounts in cash form. Excessive cash money stocks can also emerge 
as a result of the direct unbalance of the nature of the commodity supply and the 
effective demand of the population; the realization of goods in this case is de- 
layed, while stocks of money for such realization have already been emitted, since 
lending has been carried out for their backing and so on. 


In this connection it is impossible not to note the scientific groundlessness of 
the suggestions about the practically automatic meeting by the credit system of 
the payment and other needs of the economy, which are due to the violations of pay- 
ment discipline by buyers, deficiencies in the economic activity of the suppliers 
themselves and so forth. Let us specially emphasize that the possibilites con- 
tained in the credit mechanism of placing money in the turnover (in both the cash 
and the noncash form) for the most part within the framework of the real need, 
which is determined by the laws of money circulation, become a reality far from 
automatically, but only in case of the strict coordination of the value and physi- 
cal proportions of reproduction in the national economic plan, particularly in the 
system of its financial and credit tuvols (the state budget, the credit and cash 
plans, the planning balance of the monetary income and expenditures of the popula- 
tion). 


But it is not enough to establish the indicated proportions in the plans; they 
should be realized in the real process of reproduction. Any more or less signifi- 
cant irregularities in its planned flow can lead to a certain disturbance of the 
conformity of the amounts of credits, which are being, granted to the economy, and 
the stocks of money, which are thereby introduced in the national economic turn- 
over, to the objective limits of the amounts of credit and the money circulation. 
Therefore the operational planning work of the unified state credit system, which 
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is aimed at the assurance of the strict conformity of the credit and emissive ac- 
tivity of the State Bank to the requirements of the laws of morey circulation and 
credit and at the constant realization of these requirements, is so important. 


The amount of the total national economic money circulation not only exceeds the 
hbase which gives rise to it--the value of the gross national product, which is be- 
ing realized, and the national income, which is being redistributed, that is, the 
amount of credits which are being introduced in the turnover as the money circulat- 
ing in it; it is very elastic, variable and relatively independent. All this 
signifies the enormous role in the assurance of the regularity of the flow of 

money circulation, in the maintenance of its greatest possible balance with the 
actual needs of the process of expanded socialist reproduction, thereby also the 
stability of Soviet money, the system of planned forms and levers of the management 
ol money circulation and the realization of the principles of its organization. 


FOOTNOTES 


|. Let us cite, in particular, the series of interconnected articles of M. M. 
litarev, which are devoted to the problem of the objective reproductive bases 
of the formation of the national economic amount of credit, were published in 
the journal in 1976-1982 and advanced significantly its scientific solution. 

Z. "“..,one group of economists claims that the assets, which are formed by the 
bank on the basis of credit, the emission of cash and attracted assets (the 
balances of assets in the accounts of the budget and the economy and in de- 
posits) are the credit resources of the bank, while another groups believes 
that all the monetary assets, which serve the aggregate money turnover and ex- 
press the credit resources in their monetary form, are advanced by the bank to 
the money turnover on a credit basis and are withdrawn from the turnover with 
the repayment of loans” (A. Ye. Melkov, "Kreditnyye resursy Gosudarstvennogo 
banka SSSR" [The Credit Resources of the USSR State Bank], Moscow, Finansy, 
1969, p 23). This author goes along with the conception of the second group. 
[t is obvious, however, that this conception confuses the question of the uni- 
versal nature of the credit emission of moretary assets with the question of 
the real sources of the loan fund. M. M. Titarev correctly notes: "...in the 
formation of resources, of course, not the monetary form, but their value con- 
tent is actually and logically the main and decisive thing" (DEN'GI I KREDIT, 
No 9, 1976, p 35). 


3. "“...the movement of the value of the national product in the metamorphoses of 
money-commodity and commodity-money is mediated primarily by credit. More than 
75 percent of the payments for goods and services are made with the participa- 
tion of credit" (N. D. Barkovskiy, DEN'GI I KREDIT, No 9. 1976, p 26). 


4, The credit nature of money is widely emphasized in special literature, although 
the motivation of the need for precisely this form of money is different. 
Yu. I. Kashin notes the inadequacy of the establishment of the credit nature of 
money only on the basis of the establishment of the means of its emission--the 
credit means, indicating that this nature of it is contained in the credit 
nature of the money turnover itself: "credit is a form of the movement of real 
money, while modern money (currency notes) is money in the nature of credit” 
(DEN'GI I KREDIT, No 6, 1982, p 30). But for all the correctness of this 
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statement, first, it is insufficient in itself and, second, it should not be 
opposed to the credit nature of the mechanism of emission. The full considera- 
tion of the fact that under the conditions of the planned nature of socialist 
reproduction the real support of the money stocks in conformity with the elas- 
tic needs of the economic turnover cannot be achieved other than through credit 
and, thus, with the credit form of the emission of money, is necessary when 
explaining the universality and uniqueness of credit money under socialism. 


In the literature this form of money is frequently called noncash assets. But 
this concept does not express their nature as special currency notes. In con- 
nection with this economic nature of theirs we also distinguished a concept-- 
the money of the bank turnover (see the work of the author "Den'gi v sotsialis- 
ticheskom obshchestve" [Money in Socialist Society], Moscow, Gosfinizdat, lst 
edition, 1954, 2d edition, 1960). This concept is now being used in financial 
and economic literature. 


A debate on this problem took place in the 1950's between the author, on the 
one hand, and a number of economists, on the other, in connection with our 
thesis about the noncash monetary assets in the accounts of the bank as cur- 
rency notes, the money of the bank turnover. (See its detailed coverage in our 
work "Den'gi v sotsialisticheskom obshchestve," Moscow, Gosfinizdat, 1954, 
1960.) The recognition of the noncash assets in the accounts of the bank as a 
special form precisely of money has now become widespread. For example, A. M. 
Kosoy writes: "The integral sociceconomic content of the monetary reserves in 
bank accounts as public means of payment, which are emitted on a credit basis 
and have a state guarantee, which have a unity of form and a general regularity 
of movement, characterizes them as representatives of money (gold), which have 
been transferred to the bank on the terms of credit" (A. M. Kosoy, "“Upravleniye 
beznalichnym platezhnym »botorom” [The Management of the Noncash Payment Turn- 
over|, Moscow, Finansy, 1978, p 14). Now hardly anyone denies noncash monetary 
assets their interpretation as real money in a special--noncash--form. However, 
this occurs at times. (See I. I. Konnik, DEN'GI I KREDIT, No 10, 1977, pp 48-49; 
E. Andres, "“Osnovy teorii deneg sotsialisticheskogo obshchestva” [The Principles 
of the Theory of Money of Socialist Society], Moscow, Mysl’, 1975, pp 199, 

201.) 


It should be noted that so far a set of planning tools of the direct planned 
organization of the movement of the money of the bank turnover has not yet been 
formed, although the need for them under the economic conditions of mature so- 
cialism in connection with the very large scales and complex forms of its 
turnover is extremely great. 


The assertion that the law of the amount of money in circulation under social- 
ism "is ceasing to be the only and main regulator of the movement of money,” 
does not conform at all to reality and is theoretically untenable. Other laws, 
particularly the law of distribution according to labor, ostensibly oppose 
this. "...if a surplus of money as compared with the sum of the prices of 
goods and services appears in circulation, the law of money circulation re- 
quires the decrease of the amount of money which is in circulation, which is 

in conflict with the law of distribution according to labor (7!), since these 
measures would lead to a decrease of the nominal and real wage" (E. Andres, 
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op. cit., p 152). Is it not clear that the situation is just the opposite, 
precisely the formation of wages and other monetary income, which is not bal- 
anced with the possibilities of their commodity and other backing, and, thus, 
the formation of surpluses of money also directly contradict the realization 

of the law of distribution according to labor and lead to the violation of its 
requirements. Only under the conditions of the balance of the elements of cir- 
culation (monetary and commodity) can this law be realized normally. 


9, DEN'GI I KREDIT, No 10, 1977, p 48. 
10. Ibid., p 49. 


ll. The debate on this took place in the 1950's between G. A. Kozlov and Z. VY. At- 
las and a number of other economists (see VOPROSY FKONOMIKI, No 11, 1965; 
No 2, 1957). It was also revived in the 1970's. Thus, the thesis, in accord-~ 
ance with which the payment turnover with respect to income ostensibly does 
not give rise to a special, independent need for money, was supported by 
A. I. Fedorenko, who believes that when determining the stock of money, which 
is needed for circulation, one should take into account only the sum of the 
money which is necessary for the realization of goods and the realization of 
the received payments for goods, and ostensibly one should not count the 
money which is needed for the payment of wages and other income, since this 
would mean double counting (see A. I. Fedorenko, “Denezhnoye obrashcheniye v 
sotsialisticheskom khozyaystve" [Money Circulation in the Socialist Economy], 
Moscow, Finansy, 1973, pp 66, 67). 


12. Having in mind credit of this type, Marx wrote: "Before us is a loan of the 
means of circulation, and nota loan of the capital which is circulated with 
the aid of these means" (K. Marx and F. Engels, "Soch." [Works], Vol 25, 
Part II, p 78). 


13. “The amount of means of payment is represented mainly by the monetary bal- 
ances in the accounts of enterprises, in settlements, in deposits and in the 
hands of the population” (A. M. Kosoy, op. cit., p 118). This author, in ad- 
dition to the given sums, also adds the payment credits of marketing and sup- 
ply and trade organizations, loans against settlement documents in transit 
(ibid.). but this is the obvious confusion of the forms of credit and the 
forms of money. The money granted to the turnover through these credit chan- 
nels is a component of the monetary balances in accounts and in cash form and 
therefore they should not be counted twice as monetary balances and as credits. 


14, “...the payment credits advanced by means of one credit can mediate repeated- 
ly and actually mediate many times the processes of realization, distribution 
and redistribution, as a result of which the money turnover goes considerably 
beyond the credit turnover,” M. M. Titarev correctly states (DEN'GI I KREDIT, 
No 8, 1982, p 15). This, however, does not contradict the conclusion formu- 
lated by us above: the point is that the turnover of the real value (not 
credit, not money, but precisely the realization value), which has been freed 
and redistributed in the form of “one credit," makes the repeated turnover of 
realization (in commodity form), distribution and redistribution in monetary 
form, and this turnover, just as the money turnover, while corresponding to the 
latter, accordingly goes beyond the credit turnover proper. 





15. "The more rapid circulation of money,” Marx indicated, “occurs when a larger 
number of transactions are carried out by means of the same amount of money. 
This can also occur in case of identical periods of the reproduction of capi- 
tal as 4 result of the changes in the procedure of money circulation” (K. Marx 


and F. Engels, “Soch.,” Vol 24, p 386). 
COPYRIGHT: "“Den'’gi i kredit”, 1983 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


STANDARD NET OUTPUT AS PERFORMANCE INDICATOR 
Problems Discussed 
Moscow DEN'GI I KREDIT in Russian No 6, Jun 83 pp 36-40 


[Article by Candidate of Economic Sciences A. M. Proskurin, chief of a department 
of the RSFSR Office of the State Bank; economist Yu. A. Razumov; V. I. Lukoyanova, 
chief of the Department of Lending to Heavy Industry of the Tatar Republic Office 
of the State Bank; and A. G. Kiryakina, chief of the Economic Planning Department 
of the Tatar Republic Office of the State Bank: "On the Indicators of Economic 
Operations” | 


[Text] A. M. Proskurin: The 26th CPSU Congress posed the task to develop and 
strengthen cost accounting in every possible way in all the units of social produc- 
tion, which stems from the orientation of the economy toward the intensive type of 
reproduction and toward the realization of the qualitative factors of economic 
growth. For these purposes it is envisaged “to introduce at all levels of the man- 
agement of the economy more perfect plan indicators, which are differentiated with 
allowance made for the specific nature of the sector and reflect most completely 
and stimulate the growth of production, the increase of its efficiency, labor pro- 
ductivity and product quality and the saving of working time, metal, power and 
other resources."1 


The revision of the plan indicators is connected with the need for the improve- 
ment of the criteria of the evaluation of the work of cost accounting units and the 
more precise calculation of their labor contribution to the end results of produc- 
tion and the increase of its efficiency on the basis of the tightening up of plan- 
ning discipline. 


The drawbacks of the traditional "gross" method of calculating the efficiency of 
the work of enterprises and associations has been covered extensively in economic 
literature, The evaluation of activity according to the volume of the commodity 
(gross) or sold output, which includes the total value of the material expenditures, 
frequently enables collectives to achieve an increase of these indicators and the 
labor productivity by means of the production of items which have been made from 
more expensive materials. The material expenditures are included in the output as 
if they are not an expenditure, but an income of the given enterprise--the greater 
1. "“Materialy XXVI s"yezda KPSS" [Materials of the 26th CPSU Congress], Moscow, 
Politizdat, 1981, p 198. 
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the expenditures are, the greater the value amount of the output is. "When we take 
all our industry as a whole,” F. E. Dzerzhinskiy wrote, “and calculate the total 
gZross output, by adding up the output of each sector, by adding up the extracted 
fuel, ore, pig tron and other industrial raw materials with finished items like 
machines, steam engines, fabric, boots and so on--and divide the gross output ob- 
tained in this way by the number of participants and obtain the average labor pro- 
ductivity per person, we completely miss our uneconomical, frankly predatory use 
of raw matertfals, fuel, materials. And according to our calculations it turns out 
that the more we waste, the more output we have and the greater productivity is." 
At present, as is known, on the basis of an experimental check made during the 9th 
and 1lOth Five-Year Plans in the major sectors of industry, a comprehensive set of 
indicators of the evaluation of the results of the economic and financial activity 
of industrial associations and enterprises is being introduced by the decree of the 
CPSU Central Committee and the USSR Council of Ministers of 12 July 1979. An im- 
portant place in this set is assigned to the indicator of the standard net output, 
the use of which is aimed at the increase of production efficiency and work quali- 
ty and the more complete use of the possibilities and advantages of cost account- 
ing management. By the beginning of 1983 the enterprises using the new indicator 
accounted for 3/7 percent of the total volume of produced industrial output in the 
country. 


the standard net output includes the wage with the deductions for social insurance 
and the profit. It is the newly created value and, by expressing the results of 
the enterprise's own efforts, should promote the more objective evaluation of its 
activity. The exclusion of the material expenditures from the production volume 
has as a yoal to eliminate the interest of enterprises in the increase of the 
materials-output i:atio of items. 


The influence of tie new indicator on the saving of material resources is increased 
by the procedure of calculating the standard of the profitability, which is used 
for the calculation of the standards of the net output. So that the material ex- 
penditures would not have even an indirect influence (through the profit) on the 
standard net output, the standard of the profitability is defined as the ratio of 
the profit to the production cost less the material expenditures. In case of such 
a method the increase of the proportion of extraneous embodied labor does not lead 
to an increase of the profit, which makes the new indicator neutral with respect to 
the materials-output ratio. 


A clearly defined role is assigned to the standard net output. In accordance 
with the economic content {t is used for the determination of the dynamics (growth 
rate) of the physical production volume and the labor productivity, for the plan- 
ning according to stable standards of the wage fund and the monitoring of its use. 


The influence of the indicator in question on the mechanism of the bank monitoring 
of the expenditure of wage funds should be noted. The dynamics of the standard net 
output reflects the dynamics of the standard labor-output ratio, which creates the 
prerequisite for the prevention of the issuing of capital to collectives for the 
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2. F. EF. Dzerzhinskiy, “Izbrannyye proizvedeniya" [Selected Works], Vol 2, Moscow, 
Politizdat, 1977, pp 51-52. 


3. See PRAVDA, 17 March 1983, p 2. 
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results which are not connected with their labor efforts. The Novosibirsk Plant of 
Nonstandard Equipment in 1982 used more expensive raw materials and materials, the 
proportion of which per ruble of the total value of the output as compared with the 
plan increased from 25 to 30 kopecks. Owing to this the assignment on the output 

of commodity production was fulfilled by 112.3 percent, while the assignment on the 
standard net output was fulfilled by only 101.3 percent. The evaluation of the work 
of the plant according to the new indicator prevented the groundless increase of 

the wage fund in the amount of 34,000 rubles. 


Individual economists, by exaggerating the functions of the standard net output, 
ascribe to it shortcomings, with which, in our opinion, it has nothing to do. It 
is asserted, for example, that this indicator does not reflect the influence of the 
saving or excessive consumption of material, fuel and energy resources on the end 
results, therefore it cannot take into account the total effect of the labor of the 
collective. In this connection it is proposed to include the saving of material 
resources in the volume of the produced standard net output for the increase of the 
stimulating influence of the payment of bonuses. 


Such a stand, in essence, returns to the unjustified search for a measurement of 
the efficiency of the work of enterprises by a single generalizing indicator. The 
experience of improving the economic mechanism in previous years showed that none 
of the previously used indicators in itself, without a connection with other indi- 
cators, was able to reflect completely the cost accounting interests of enterprises 
and to be an effective criterion of the overall efficiency of cost accounting ac- 
tivity. The real economic impact with allowance made for the interests of produc- 
tion collectives and the goals of socialist production can be determined most com- 
pletely only by a system of complementary indicators, no matter how integral and 
very important each indicator taken separately might seem. 


This assumption, in our opinion, also remains true with respect to the standard 

net output, along with which there is in effect an entire set of cost accounting 
levers, including the profit, in the increase of which by means of the saving of 
material resources and other factors all enterprises are interested. Moreover, the 
inclusion of the material expenditures in the production volume will lead to the 
overstatement of the productivity of living labor, since the saving itself does not 
increase the quantity of items, but merely creates the conditions for the the con- 
version in the labor process of the unused material resources into a specific ad- 
ditional output. 


When examining in isolation the indicator of the standard net output, some econo- 
mists and experienced workers believe that it, by creating an interest in the pro- 
duction of highly profitable items, increases the difference in profitability and 
leads to the disturbance of the planned assortment of the output being produced. 
Indeed, the differences in the levels of the profitability of items affect appre- 
ciably the value of the standard net output owing to the procedure of its 
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4. See PRAVDA, 3 August 1981. 


5. Under the conditions of the use of the standard net output the amount of the 
real profit, which is obtained as a result of cost accounting activity, as in 
the past, is calculated on the basis of the comparison of the volume of sold 
output and its total production cost with the inclusion of the material ex- 
penditures. 


4,3 











formation. However, the function of the regulation of the movement of specific use 
values is not assigned to the standard net output. The fulfillment of the assign- 
ments on the deliveries of products in the approved products list is actively 
stimulated by the indicator of the sold output, which is calculated on the basis of 
the fulfillment of the cost accounting obligations and which is taken into account 
when forming the material incentive fund and paying bonuses to the workers of en- 
terprises. Thus, in case of the nonfulfillment of the assignments and obligations 
on deliveries of products the deductions for the material incentive iunds are de- 
creased, while the managerial personnel of enterprises and associations are de- 
prived of bonuses for the basic results of the economic operations in full or in 
part subject to the degree of underfulfillment of the assignments on deliveries. 


While rejecting, in our opinion, the groundless demands on the standard net output, 
it woul >be incorrect to assert that this indicator does not have dark sides. In 
our opinion, a significant ciawback of the new indicator consists in the fact that 
in case of a change of the conditions of interplant cooperation it does not always 
eliminate the influence of past expenditures. If after the establishment of the 
standards of the net output the enterprise instead of its own components and semi- 
manufactures uses purchased components and semimanufactures, the production volume 
automatically increases, since a portion of the extraneous embodied labor is in- 
cluded in the standards. This leads to the overstatement of the level of productiv- 
ity of living labor and the amount of the wage fund, which should be taken into ac- 
count by the institutions of the State Bank in the process of the implementation of 
a differentiated policy of lending to enterprise and the control by the ruble of 
their activity. 


The Perm Plant of Trade Machine Building, which uses the indicator of the standard 
net output, during the fourth quarter of 1982 planned to produce by its own forces 
for a general-purpose machine for the processing of vegetables and meat all the 
necessary parts for it. But in fact 4,495 frames, shafts and special bars® were 
purchased on the outside, which enabled the enterprise to increase artificially the 
actual production volume and to conceal a portion of the excessive expenditure of 
the wave fund. Such cases are not isolated and are due to a certain extent to the 
fact that at the stage of the calculation of the standards of the net output the 
enterprises are interested in the limitation of the extent of cooperation in order 
to plan high standards. But after their approval cooperation is expanded, as a re- 
sult of which the expenditures of labor decrease. 


“In other situations the use of the standard net output restricts the possibility of 
economic maneuvering, as a result of which the economy of the enterprises suffers. 
This occurs under the conditions when the enterprise, not having received the nec- 
essary components through interplant cooperation, produces them itself. Since these 
expenditures are not taken into account when forming the standards of the net out- 
put, the enterprise loses a portion of the value created by it, and with it the 
right to an additional incentive. 


Consequently, the standard net output does not always correspond to the actually 
produced output and is not equal to it in its value. They can coincide only if 
the actually performed work by its nature corresponds to the work taken into 
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6. Calculated according to the data of the plant. 








account in the standards. But it is difficult to achieve such an ideal due to the 
great variability of the conditions of production cooperation. 


A procedure of adjusting the standards of the net output in case of a change of the 
conditions of cooperation and the level of expenditures of labor was introduced in 
1981. Decreases (markups) on the approved standards are established in the amount 
of the standards of the net output, which have been formed for assemblies, parts, 
semimanufactures and components, the production of which it is planned to turn over 
to other enterprises or to carry out on one's own. If the change of the conditions 
of the cooperation of production as compared with those taken into account when 
forming the standards of the net output leads to a change of the standards by more 
than 25 percent, the latter are liable to revision. In this case the associations 
and enterprises are called upon to ensure the proper and timely submitting to the 
organs, which establish the prices, of the necessary materials on the adjustment of 
the standards of the net output. However, this important requirement is frequently 
not fulfilled. The conducted check of a number of machine building enterprises, 
which are using the new indicator in planning, attests that the actual expenditures 
with respect to purchased items and semimanufactures for many types of items 
increase as compared with those taken into account when approving the standards by 
1.5-told and more, but changes are not made in the volume of the standard net out- 
put. / This frequently leads to a distortion of the reporting and to illegimate 
payments of assets tor wages in circumvention of bank control. 


Since the efficiency of the use of the standard net output in many ways depends on 
the objectivity and accuracy of the standards, reliable barriers against “intrigue” 
in production cooperation are needed. The proposal8 on the introduction of infor- 
mation, which characterizes the fulfillment by the enterprise of the assignment on 
the production of components and their degree of replacement with components deliv- 
ered trom outside, in our opinion, merits attention. While ensuring publicity, such 
a procedure would prompt enterprises to increase the quality of the standards of 
the net output and to submit suggestions in good time on their change. 


[It would also be correct in case of the use by the enterprise of purchased items 
instead of its own to decrease along with the planned volume the actual volume of 
the standard net output (HUMg) , which will make it possible to calculate more ac- 
curately the labor productivity and the need for assets for the payment for it. 
The real adjusted volume of the standard net output for the enterprise (HU!Mp) in 
such a case can be determined according to the following formula: 


HUflp = HUMg - K(3q +H), 


where K is the quantity of similar purchased components, which were used during the 
given period instead of one's own; 3, is the amount of wages (with the deductions 
for social insurance), which is credited in accordance with the plan for the pro- 
duction on one's own of one component, which was actually obtained from outside; H 
is the standard profit, which is calculated with respect to the wage for the given 
component on the basis of the standard of the profitability, which was established 
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8. See V. F. Filippov, "Besedy o novom khozyaystvennom mekhanizme" [Discussions on 
the New Economic Mechanism], Moscow, Politizdat, 1982, pp 86-87. 
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for a unit of finished output, in the production of which the component was used; 
$y * H is the estimated standard of the net output for the component. 


in case oF the use of other types of purchased assemblies and components instead of 
one’s own the number of deductions in the indicated formula increases accordingly. 
The product of the values K and 3, characterizes the sum of the possible supposed 
saving of the wage fund. Objectivity reyuires the production volume also to be ad- 
justed (increased) in case of the forced use by the enterprise of its own items 
instead of those delivered from outside. This will preserve its right to an addi- 
tional incentive. 


There are unsolved problems with respect to the use of the average standard of the 
wage per ruble of output. Serious drawbacks of such a standard under the condi- 
tions of sharp differences of the wage-output ratio have been identified by banking 
practice. The following example is typical in this respect. At the Staraya Russa 
Plant of Chemical Machine Building in 1982 19 kopecks per ruble of the standard net 
output were paid for the production of coolers of shielding gas and 82 kopecks per 
ruble of the standard net output were paid for the output of magnetic units, while 
the assets for wages were issued by the bank according to a uniform standard--42 ko- 
pecks per ruble of output. In case of structural changes in the program the amount 
of monetary assets due to the plant did not reflect the real need for them. 


this urgently requires the elaboration of a correction factor of the change of the 
structure of the output for the more accurate calculation of the wage fund which is 
necessary for the fulfillment of the program. 


The new evaluation indicator should be taken more completely into account in the 
activity of the institutions of the State Bank for the purpose of the utmost use 

of their possibilities of economic influence on the increase of production effi- 
ciency and work quality. It is important to devote particular attention to the 
monitoring of the stability of the plan indicators and the standards of the wage 
and to the improvement of the organization of the analysis of the work of enter- 
prises for the determination of economically sound credit relations. The specific 
nature of the content and the multilevel nature of the use of the standard net 
output require the detailed analysis of the estimated and actual labor-output ratio 
of items, the identification of the cases of its overstatement in the standards and 
especially with respect to those enterprises, which in many operations use manual 
labor, as well as achieve a decrease cf the labor-output ratio not as a result of 
the real reduction of the expenditures of labor on the basis of the improvement of 
technology and the decrease of the losses of working time, but by means of the un- 
planned transfer of the production of assemblies and parts to other enterprises. 
The significant increase as against the plan of the value of the purchased items 
and semimanufactures, the increase of their share in the direct material expendi- 
tures, the great increase of the production volume and the relative saving of the 
wage fund in case of the poor organization of production and labor can be an indi- 
cation of this. 


The introduction of the indicator of the standard net output, which makes it pos- 
sible on the basis of objective criteria to identify more accurately the leading 
and lagging collectives, broadens the possibility and increases the effectiveness 
of the use of the comparative analysis of the activity of enterprises with similar 
products. This should be taken into account by the banks in the joint economic 
work with financial organs on the search for reserves of production. 
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The critical appraisal of the merits and drawbacks of the indicator of the standard 
net output and the improvement of the practice of its use will promote the increase 
of the influence of this indicator on the improvement of the activity of enter- 
prises and the increase of the efficiency of management. 


Yu. A. Razumov: The questions of the improvement of the indicators of the cost 
accounting activity of enterprises, which are being discussed in the press, merit 
attention and study. ? 


At present the activity of economic organs is being evaluated by various indica- 
tors--the standard net output, the fulfillment of the plan of sales, delivery. 

But at times similar enterprises do not have a uniform indicator, not only inter- 
sectorial or departmental. Such isolation gives rise to many difficulties. There 
is no doubt that the evaluation of work according to the indicators of sales and 


the protit for its most part is correct. But the experience of carrying out the 
economic reform showed the need for the further improvement of individual provi- 
sions of it, including the indicator of sales, which also prompted its linking 


with the tulfillment of the assignments and obligations on deliveries. Such an 
adjustment of the indicator of sales is also responsible for the amount of the 
formation of incentive funds and the progressive wage. 


While agreeing with the critical remarks on the use of the indicator of the stand- 
ard net output in the planning and evaluation of the activity of enterprises and 
associations, it should be added that in a number of instances it comes into con- 
flict with the tasks of the increase of labor productivity. As is known, the in- 
crease of labor productivity finds reflection in the fact that the proportion of 
living labor in a product decreases, while the proportion of past labor increases, 
here the total amount of the labor included in a unit of output decreases. 


The indicator of the standard net output has as a goal to exclude from the commodi- 
ty production the influence of past labor, by reducing it to “pure” form. The pos- 
sibility of fulfilling the plan by means of the production of items, which contain 
expensive materials, is thereby lost. But how extensive are the possibilities of 
the enterprise, which enable it to easily vary the assortment of items? In our 
opinion, such actions are limited first of all by the plan on the products list, 
contractual obligations and, of course, liability in accordance with the law. 


On the other hand, will not the aspiration to decrease as against the plan the ex- 
penditures with respect to the standard net output lead to the decrease of the out- 
put of items, which are needed by the national economy, but are labor-consuming? 


Of course, the importance of the indicator of the standard net output is unques- 
tionable, if we wish to know the actual efforts of the collective in the creation 
of the gross national product, but it cannot replace the indicators of sales and 
the profit. 


V. I. Lukoyanova: The questions of the further improvement of the indicators of 
the cost accounting activity of enterprises, which are being raised in the economic 
press, are urgent. Precisely now, on the basis of the first results of the use of 





9. See, for example, N. V. Garetovskiy, DEN’G] I KREDIT, No 12, 1982. 
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the standard net output it is important to evaluate this indicator and to outline 
in yood time measures on its improvement. 


lt is impossible not to agree with the assumptions stated in the press about the 
drawbacks of the standard net output and the difficulties of its use, about the 

gap between the indicators in the volumes of the standard net output and sales, 

which is responsible for the additional payment for labor. 


The many years of practical experience of the work of industrial enterprises attest 
that the evaluation of their activity according to the volume of sold output and 
the profit with allowance made for the fulfillment of contractual obligations 
stimulates production collectives to a greater extent for the achievement of the 
best end results. 


A. G. Kiryakhina: It is possible to agree in many ways with those evaluations of 
the indicators of the standard net output and the volume of sales of products, 
which are cited in economic literature. Indeed, the introduction of the indicator 


of the standard net output for the evaluation of the activity of enterprises does 
not eliminate the problem of the “profitability” and “unprofitability” of products 
for the enterprise and does not stimulate the fulfillment of the plan on production, 
first of all of the products needed by consumers. At the meeting of the chiefs of 
the financial services of the enterprises of Kazan with scientists of the institute 
and workers o! the State Bank it was stated that the enterprises had already stud- 
ied all the “possibilities” of the fulfillment of the plan on the standard net out- 
put without particular difficulty. At times such a situation forms that with the 
nonfulfillment of the plan of the sale of products the enterprise fulfills the plan 
on the standard net output and makes the deductions in full to the economic stimula- 
tion funds. 


In this connection we believe that the volume of sales of products with allowance 
made for the obligations on deliveries in conformity with economic contracts 
should be the basic indicator of the evaluation of the activity of industrial en- 
terprises, especially as the State Bank is already now using this indicator when 
determining the nature of the credit relations with enterprises. 


The national economic importance of this indicator is unquestionable, but enter- 
prises are devoting inadequate attention to it. For example, in 1982 of the 

298 enterprises of the republic, which have obligations on deliveries, only 129 
fulfilled the plan. At the same time the plan on the standard net output as a 
whole was fulfilled by 102.0 percent, while its growth rate by 1981 came to 
108.3 percent. 


We also share the views stated in the press about the need for the division of the 
profit into two parts with the distinction of the profit which was obtained as a 
result of the increase of labor productivity and the decrease of the product cost. 
But, in our opinion, the amount of the profit, which was obtained as a result of 
changes in the list of the products being produced, should also be distinguished, 
that is, in case of the creation cf economic stimulation funds the profit, which 
was obtained from the above-plan sales of the most profitable products with the 
nonfulfillment of the plan for other types of products, should not be taken into 
account. 


48 





At the same time it is necessary to emphasize that a precise system of the supply 
of materials and the precise operation of transportation are necessary for the ful- 
fillment of the plan of the sale of products with allowance made for the obliga- 
tions on deliveries in accordance with the concluded contracts, and it is necessary 
to solve these problems first of all. 


COPYRIGHT: "Den'gi i kredit", 1983 
Kazakhstan's Experience 
Alma-Ata NARODNOYE KHOZYAYSTVO KAZAKHSTANA in Russian No 7, Jul 83 pp 17-20 


[Article by S. Rusanov, chief engineer of the Department of the Improvement of 
Administration and the Economic Methods of Management of the Kazakh SSR State Plan- 
ning Committee, and L. Smolyanova, chief of the Subdepartment of the Planning and 
Analysis of the Use of Economic Stimulation Funds: "A Broad Road for the New In- 
dicator"™ | 


(fext} The introduction during the current five-year plan at all levels of manage- 
ment of the economy of more perfect plan indicators, which would reflect more com- 
pletely and would stimulate the growth of production, the increase of its effi- 
ciency, labor productivity and product quality and the saving of material, man- 
power and financial resources, is envisaged by the Basic Directions of USSR Eco- 
nomic and Social Development for 1981-1985 and the Period to 1990, which were ap- 
proved by the 26th CPSU Congress. In this historic document it was especially em- 
phasized that "...the entire system of indicators, which are the basis for the 
evaluation of the activity of ministries, associations and enterprises, requires 
improvement.” 


The qualitatively new stage in the development of planning, cost accounting and the 
entire mechanism of management is connected with the implementation of a comprehen- 
sive program of measures, which is envisaged in the decrees of the CPSU Central 
Committee "On the Further Improvement of the Economic Mechanism and the Tasks of 
Party and State Organs" and of the CPSU Central Committee and the USSR Council of 
Ministers "Or Improving Pianning and Strengthening the Influence of the Economic 
Mechanism on Increasing Production Efficiency and Work Quality.” 


These decisions are aimed at the more ccmplete utilization of the possibilities 

of the stage of mature socialism and by means of the revision of the economic 
mechanism the assurance of a significant increase of labor productivity, at the 
acceleration of scientific and technical progress, the improvement of the quality 
of the output being produced and on this basis the significant increase of the ef- 
ficiency of social production. The accomplishment of the posed task urgently re- 
quires the strengthening of the principles of cost accounting, the broadening of 
the sphere of its effect and the use of new indicators in the planning and evalua- 
tion of the activity of sectors. 


The improvement of the system of indicators is a constant process. It is an ex- 
pression not so much of the shortcomings of the indicators being used, although 
they do exist, as of the change of the conditions of the development of social 
production, the specific tasks facing the country and the means of their accom 
plishment. 








Hence the need for the conformity of the economic indicators being used to the re- 
quirement of an orientation toward the end results of the work becomes obvious. 

The now existing system of physical and value indicators does not conform complete- 
ly to this--only the rejection of the “gross” measurers and their replacement with 
others, which characterize more accurately the contribution of each collective, 

can ensure success. 


Life urgently requires the establishment of such indicators, which would increase 
the influence of the plan on the increase of the volume and technical level of 
production and product quality and would create the conditions for the more ef- 
ficient and rational use of fixed capital, material, manpower and financial re- 
sources. These indicators are called upon to unite together the interests of 

every worker and the enterprise as a whole and the interests of the enterprise with 
statewide interests. They should prompt labor collectives to adopt stepped-up 
plans and socialist obligations, to save resources, to assimilate more rapidly the 
output of new types of items in a broad assortment, to decrease their production 
cost and to increase their quality. 


lt is impossible to underestimate the role of the indicators being used, since 

the main tasks of all the units of production management are established precisely 
on their basis. The cost accounting responsibility of collectives for the fulfili- 
ment of the state plans rests with them. 


Until now the sold, commodity and gross output held the leading place in the system 
ot indicators, which are being used, of the planning and evaluation of the results 
of the activity of ministries, departments and the enterprises and associations, 
which are subordinate to them. On their basis the labor productivity was deter- 
mined and the monitoring of the expenditure of the wage funds was carried out. 

This entailed a number of adverse consequences. And here is why. 


These indicators include the value of the raw materials, materials, fuel, components 
and other material resources, which were used in production. Thus, the enter- 
prises received the opportunity to increase the production volume, labor produc- 
tivity and the wage fund by means of the increase of the material expenditures, 
which do not depend on their economic operations. Moreover, they were even inter- 
ested in this, since it is possible to improve the indicators significantly with- 
out investing the corresponding labor. 


Such a situation in practice led to the inefficient use of materiai and raw mate- 
rial resources, the unjustified increase of the materials-output ratio, the distor- 
tion of the data on labor productivity, the overstatement of the wage fund and so 
on. But this was in no way able to promote the increase of production efficiency. 


Here is a typical example. In the Kazakh SSR Ministry of Geology in 1982 by means 
of a structural shift in the direction of the output of more materials-consuming 
items the plan on the volume of the commodity production was fulfilled by 100.9 per- 
cent with an increase as against the preceding year by 4.1 percent. Moreover, the 
labor productivity, which is calculated in accordance with the commodity produc- 
tion, increased by 5.8 percent, a relative saving of the wage fund in the amount 

of 3,400 rubles was obtained. At the same time the fulfillment of the assignments, 
which are calculated on the basis of the standard net output, was significantly 
less. 








As practical experience shows, for the elimination of the indicated shortcomings 

it is necessary to use the indicator of the standard net output in the planning and 
evaluation of the activity of production units. Its economic content consists in 
the newly created value. In other words, the standard net output reflects the 
specific contribution of the production collective to the creation of the final 
product and characterizes more fully the results of its economic operations. Here 
not only the volume and structure of the output, but also the dynamics and struc- 
ture of the expenditures on its production are visible. 


As is known, the standard net output consists of two parts: the wage with the de- 
ductions for social insurance and the profit, which is calculated on the basis of 


the standards of the profitability. This indicator is free of the distorting in- 
iluence of the value of the material expenditures. Thus, with respect to the 
materials-output ratio the production of one type of product or another becomes 
equally profitable for the enterprise, which promotes the more efficient use of the 
available resources. 

Moreover, an economically sound basis is created for the determination of the 


standards of the wage and the economic stimulation funcs, while the sectorial 
standards turn the net output into a tool of the elimination of the technical and 
organizational backwardness of individual enterprises and the bringing of them up 
to the level of the ieading enterprises. fhe new indicator reacts to a much 
yreater extent to changes of the range of items and creates real possibilities for 
the improvement of material and technical supply and the complete fulfillment of 
the assignments on the deliveries of products in accordance with the products list. 


Finally, the main merit of the standard net output is the fact that it is better 
suited than other value indicators for the planning of labor productivity, since 
the measurement of precisely living labor makes it possible to characterize more 
accurately the efficiency of the econsic activity of the collective as a whole 
and each worker individually. 


Thus, the dynamics of the physical production volume, labor productivity, the wage 
and economic stimulation funds, the output-capital ratio, the labor-output ratio 
and other indicators of efficiency are the sphere of use of the standard net 
output. 


However, practice and the experience of socialist planning attest that any indi- 
cator, no matter how perfect it may be from the standpoint of the existing cri- 
teria, cannot automatically improve the end results of labor. The daily purposeful 
organizing work on the part of ministries and departments, their economic planning, 
financial and other services, the managers of enterprises and associations, as well 
as the most interested participation of the entire collective is necessary in order 
to achieve this. 


In our republic the indicator of the standard net output has been used since 1973. 
At that time individual machine buiiding enterprises were changed over to it, as an 
experiment. Last year the mass changeover of industry to the new indicator was 
begun, and now 1,349 enterprises and associations are already evaluating their ac- 
tivity in accordance with the standard net output. In Kokchetav Oblast, for ex- 
ample, 83 percent of the industrial enterprises are using the standard net output, 
in North Kazakhstan Oblast--81.5 percent, in Pavlodar Oblast--78.3 percent, in Kzyl- 
Orda Oblast--76.4 percent, in Tselinograd Oblast--74.2 percent. 








ihe tirst results of the use of the standard net output, which were tallied by the 
Kazakh SSK State Planning Committee, testify in favor of the new indicator. As a 
whole tor republic industry, the planning of which is carried out in accordance 
with the standard net output, the 1982 production program was fulfilled by 

100./ percent, 2.3 million rubles of it were produced in excess of the plan. More- 
over, a large portion of the increase was provided by the increase of labor pro- 
ductivity. Significantly more output of the highest quality category was produced. 


At the enterprises, which are subordinate to the Kazakh SSR Council of Ministers 
and have been changed over to the new indicator, labor productivity increased by 

2.5 percent, while the production of output increased by 2.4 percent. And, what 

is very important, the tendency for the leading increase of the volume of the 
standard net output over the increase of the commodity production is being observed. 
The labor productivity, which is calculated in accordance with the standard net 
output, is also increasing. In particular, with respect to the volume of the stand- 
ard net output such a lead in the Kazakh SSR Ministry of the Food Industry came to 
2.2 percent, the Ministry of Motor Transport--2.7 percent, the Ministry of Housing 
and Municipal Services--1l percent, with respect to labor productivity respectively 
1.9, 2.6 and 10.7 percent. 


liv: whole point is that the standard net output as a part of the wholesale price is 
the living labor and stimulates the output of relatively labor-consuming and more 
protitcvle items. The economic conditions for the more rapid increase of the stand- 
ard net output as compared with the commodity and sold ouput are thereby created. 


The influence of the indicator of the standard net output on the use of the wage 

fund is also characteristic. If the economic content of the standard net output is 
represented clearly, it excludes the influence of the changing materials-output 

ratio of production and gives a quite objective estimate of the amount of internal 
work, which in turns serves as the basis for the planning of labor productivity, 
the number of workers and the wage fund. The recalculation of this fund subject to 
the fulfillment of the plan on the standard net output corresponds to the real and 

at the same time the valid needs of enterprises for assets for the payment for labor. 


At the same time the method of planning the wage fund on the basis of the commodity 
production, which is being used at the other enterprises, frequently makes it pos- 
sible to increase it to the extent of the increase of the production volume not 
only and not so much due to the additional labor of the workers, but primarily due 
to the increase of the materials-output ratio. The results of the economic opera- 
tions of enterprises in accordance with the new indicator did not confirm the fear 
that, by stimulating the labor-output ratio, the standard net output will lead to 
the groundless increase of the wage fund. 


The analysis of the data of ministries and departments attests that at the over- 
whelming majority of enterprises, which work in accordance with the indicator of 

the standard net output, a relative saving of the wage fund has been achieved. For 
example, for the republic Ministry of the Forestry Industry it came to 236,000 ru- 
bles, the Ministry of Motor Transport--377,000 rubles, the Ministry of Construction 
of Heavy Industry Enterprises--939,000 rubles. If this fund were to be recalculated 
in accordance with the commodity production, its excessive expenditure would have 
occurred. Thus, the Ministry of the Forestry Industry would have needed an addi- 
tional 116,000 rubles. 








When using the indicator of the standaid net output the wage fund for enterprises 
is determined on the basis of the estimates per unit of output. Consequently, at 
the stage of the compiling of the planned costing a leading increase of the output 
over the average wage is already ensured. However, at some enterprises due to 
shortcomings in the organization of production and the expenditure of the fund the 
disturbance of this ratio is being permitted. 


And, on the contrary, at the enterprises, which are working in the new way, the 

increase of the average wage per 1 percent of the increase of lzbor productivity 
came to 0.46 yercent. This means that in a number of ministries and departments 
the correct ratio of the indicated indicators was achieved for the first time in 
recent years. 


As is known, the labor-output ratio of items, which is measured in standard hours, 
in accordance with which the labor of production workers is also paid for, is a 
decisive tactor of the planning of labor and wages. A tendency for the labor- 
output ratio to decrease is being observed at the majority of enterprises which use 
the standard net output. The increase of labor productivity and the decrease of 
the expenditures on wages are a direct result of the standard net output. For ex- 
ample, these expenditures per ruble of the standard net output in the Ministry of 
Highways decreased from 54.1 to 53.8 kopecks, the Ministry of Motor Transport--from 
//.5 to /2.9 kopecks, which had a favorable effect on the expenditure of the wage 
funds. 


At the same time for the Ministry of Local Industry, the Ministry of the Construc- 
tion Materials Industry, the Ministry of Procurement and several other ministries 
of the republic the actual expenditures of wages per ruble of the net output in- 
creased as compared with 1981, while in some it increased 2s compared with the plan. 
fo some extent this was connected with the forced change of the structure of the 
output being produced due to the shortcomings in material and technical supply. 
However, the main reason lies in the low level of the organization of the norm 
setting of labor and production and in the weakening of the responsibility of man- 
agers for the fulfillment of the established assignments. 


When introducing the indicator of the standard net output it is necessary to bear 
in mind that it is not universal and the sphere of its use is limited to a specific 
framework, which was already discussed earlier. As to the other indicators and the 
aspects of the activity of enterprises, the standard net output can only promote 
the improvement of matters, without solving the problem in a cardinal manner. 


The experience of the work of enterprises of various ministries and departments at- 
tests that the standard net output decreases the possibility of making use of the 
products list for the benefit of the fulfillment of the plan on the total produc- 
tion volume and the other indicators which occur when planning the volume in accord- 
ance with the commodity production. The fulfillment of the assignments in physical 
terms is determined first of all by the level of use of the funds for the necessary 
material resources, as well as by the technical state of production. Therefore the 
fulfillment of the plans in accordance with the products list fluctuates within the 
range of 70-115 percent. 


In this connection the use of the indicator of the standard net output should be 
augmented without fail with measures on the improvement of planning, the 











improvement of material and technical supply and the increase of planning discipline 
and the personal responsibility of the managers of enterprises. The implementation 
of the decree of the CPSU Central Committee and the USSR Council of Ministers on 
the question of the observance of contractual obligations on deliveries of products 
will provide much for the assurance of the plan on the products list. 


The use of the standard net output in planning and for the evaluation of the results 
of the activity of enterprises creates the economic conditions for the decrease of 
the materials-output ratio. Thus, in 1982 the specific materials-output ratio and 
the estimated amount of the standard expenditures decreased as compared with both 
1961 and the production plan. In the Ministry of Rural Construction, for example, 
last year the material expenditures were reduced by nearly 880,000 rubles, while 

in the Ministry of the Construction Materials Industry and the Ministry of Highways 
respectively by 5 million rubles and 1 million rubles. This was responsible for 

the leading growth rate of the production of the standard net output as compared 
with the rate of the output of the commodity production. 


The creation of favorable conditions for the introduction of new equipment, the in- 
crease of the output of complicated, relatively labor-consuming, but more perfect 
and high quality items, as well as consumer goods, spare parts and other scarce 
products is an important argument in favor of the standard net output. This is 
connected with the fact that the “unprofitability” of the assimilation of the pro- 
duction of more perfect machines and equipment and the output of labor-consuming 
items decreases with the use of the standard net output, since this indicator re- 
flects to a greater extent the labor-output ratio of operations. 


And, on the contrary, in case of the planning and evaluation of the economic opera- 
tions of enterprises in accordance with the commodity production the output of 

spare parts for machines and equipment for them is truly unprofitable. Their short- 
age is also explained by this. 


In this case the results of the work of the repair enterprises of the republic Min- 
istry of Motor Transport, by which the assignments on the production of spare 

parts last year were fulfilled by 113.6 percent, are characteristic. As against 
1981 a 7.3-percent increase was achieved. At them the reconditioning of worn out 
parts for motor vehicles, which ensures the continuous operation of transport, 
takes up a comparatively large proportion in the standard net output. 


when determining the standards of the net output the establishment of coefficients 
for that type of it, the production of which is planned and taken into account in 
value terms (operations of an industrial nature, spare parts, other products, capi- 
tal repair and so on), is important. It is possible to say that today this is the 
most important thing for the successful changeover to the planning and evaluation 
of the activity of enterprises in accordance with the standard net output, the fur- 
ther improvement and more extensive use of the new indicator. 


However, it must be admitted that at present the standard coefficients still do 

not take fully into account the changes of the structure of the output and in fact 
return us to planning “from the base,” since they are calculated on the basis of 
the data of past years. Moreover, the other products in many instances are made 
from local raw materials and waste products, the accounting of which has been poor- 
ly organized. 








Under these conditions the assignments in question on the production of many types 
of products are not backed by the necessary material resources, which leads to the 
increase of the amount of the “net gross" or other products. In particular, at 
the enterprises of the Kazakh SSK Ministry of Local Industry on the order of 12 per- 
cent of the production volumes being planned are not backed by raw material and 
material resources, while the proportion of other products in the total volume of 
the standard net output comes to nearly 27 percent. Thus, the further expansion 
of the use of the indicator of the standard net output in the planning and evalua- 
tion of the activity of enterprises is placing on the agenda the specification of 
the method of calculating the products which are taken into account only in value 
terms. 


We would like to direct particular attention to the following fact: some minis- 
tries and departments are not devoting the proper attention to the new indicator 
and are underestimating its importance, due to which the fulfillment of the estab- 
lished plans on the volume of the standard net output and the labor productivity 

is not always ensured. So far the faulty practice of the adjustment of the plan 
assignments, which are calculated in accordance with the standard net output, down- 
ward and their fitting to the actual fulfillment is still being permitted here and 
there. the standard net output is an indicator of the state plan and its fulfill- 
ment is mandatory for all. 


the results of the economic operations of ministries and departments, associations 
and enterprises attest that the indicator of the standard net output for the most 
part “is coping” well with the functions assigned to it. It reflects more objec- 
tively the contribution of collectives to the creation of the national income, 
makes more rigid the demands on the stability of the plan assignments on the prod- 
ucts list and ensures their fulfillment. Moreover, by eliminating the different 
profitability of products with respect to the materials-output ratio, the new in- 
dicator promotes the saving of expenditures, while the decrease of the labor-output 
ratio of items in case of their invariable products list makes it possible to in- 
crease the amounts of the profit and, consequently, the economic stimulation funds. 


However, for the improvement of the results of economic and financial activity and 
the successful fulfillment of the plan assignments it is not enough simply to 
change over to the new indicator. Daily, painstaking and purposeful organizing 
work on the identification of all its advantages and on its more efficient use is 
necessary. Only a skillful, creative approach to the matter will help to accom- 
plish the posed tasks. 


COPYRIGHT: “Narodnoye khozyaystvo Kazakhstana", 1983 
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ECONOMIC MODELING AND COMPUTER TECHNOLOGY APPLICATION 


PROBLEMS, WAYS TO USE METHODS OF MATHEMATICAL ECONOMICS IN PLANNING 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 7, Jul 83 pp 49-58 


[Article by Professor B. Rayzberg, doctor of technical sciences; iuboratory head, 
Scientific Research Institute of Economics under USSR Gosplan; and G. Kuranov, 
candidate of economic sciences; sector chief] 


[Text] Among the directions of improving the methods and technology of 
national economic planning, a special place is occupied by the broad intro- 
duction of mathematical economic methods and models (EMM) in planning practice 
45 4 means of increasing the proportionality of plans and of optimizing 
planning decisions. The utilization of these methods in long-range and 
current national economic planning has been realized most consistently 

of late through the creation and use of the automated system of planning 
estimates (ASPR) in USSR Gosplan and the gosplans of union republics, which 
improves the quality of plans by increasing the number of variants of the 
estimates, the number of cycles and the iterative coordination of decisions, 
and by reducing the time planners spend on retrieving and processing information, 
on computational procedures, and other works of a routine nature. 


Mathematical economic models find their application in the compilation 

of national economic plans. The models are used for the calculation and 
optimization of rates, proportions and branch structure of the economy; 

for the elaboration of consolidated and partial balances of fuel and energy 
resources and of the most important supplies and equipment; for the compilation 
of balances of capital investments and labor resources; balances of the 
population's incomes, expenditures and consumption; and the optimiza‘ion 

of the development and siting of production in a number of branches. As 

4 result of the introduction of the second phase of the ASPR in this five- 
year period, the number of problems that can be solved by computer will 
almost double and the introduction of complexes of problems and systems 

of models will expand dramatically. The introduction of the central complex 
of ASPR problems alone will result in the interconnected functioning of 

more than 250 problems. They will provide the basis for variant calculations 
of basic indicators of economic and social development for the five-year 
period, which will be a key link in the implementation of the decisions 

of the 26th Congress on the effective utilization of the ASPR under the 

lith Pive-Year Plan. 
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At the same time, when we evaluate successes for the last 10-15 years, 

we must admit that the rate at which the methods of mathematical economics 
have been incorporated in the practice of national economic planning and 
the level of their actual utilization was below our expectations. The 
systems of models that are actually used in drafting plans, while having 
the potential of being built into the technological process of planning, 
are as yet not used sufficiently and the proper results are not achieved. 


It should be borne in mind that approximately half of the given probiems 
remain in the stage of experimentation and that planning problems are solved 
by computer in parallel with “manual” technology. The users of models 
primarily continue to be their developers--computer center and scientific 
research institute specialists who are frequently responsible not only 

tor tormulating the problem and making the calculations but for gathering 

the necessary information as well. Direct planning calculations in the 

final stage of preparation of the plan--primarily the one-year plan--comprise 
the major share of the introduction [vnedreniye] whereas calculations based 
on modeis in the decision-making stage encompass only one-tenth of the 
introduction problems, while optimization model calculations and calculations 
of a long-term nature encompass still less. At the same time, it is specifically 
the use of optimization and multivariant mathematical economic models in 

the long-range and medium-range decision-making stage that produces the 
maximum result from the standpoint of increasing the effectiveness and 
improving the quality of planning decisions. 


in order to determine ways of making effective use of EMM and computer 
technology and of accelerating their introduction into planning practice, 
we must first ascertain the difficulties and obstacles that arise in the 
process of automating plan caiculations and determine ways of overcoming 
them. The causes of these difficulties can be classified as objective 
and subjective. 


The objective causes are determined primarily by the nature and character 

of the object of planning, planning processes, modeling software and by 

the limited potential of computer technology. Economics is an object that 

is exceptionally difficulty from a cybernetic point of view. While 10,000 

or SO parameters are usually sufficient to describe the design and functioning 
of the most complex technical system, billions of indicators that change 

in time must be used to describe the functioning of the nation’s economy 

which produces up to 20 million types and standard sizes of products. 

USSK Gosplan and USSR Gossnab compile several tens of thousands of material 
balances for the material-technical supply plan alone. Each of these balances 
is compiled on the basis of thousands of norms that must also be coordinated 
with one another. 


It would be practically impossible to construct a single mathematical model 

of a developing economy that would encompass all interconnected indicators 

of expanded reproduction and it is technically impracticable to make calculations 
on the basis of such a supermodel. Therefore in the process of building 

plan models, the national economy is invariably pictured as a multilevel 

system whose indicators are coordinated with one another through consistent 
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aggregation and deaggregation. This circumstance significantly reduces 

the possibility of an adequate description of national economic processes 
Since thts requires the aggregate and hence to a certain degree the formal 
depiction of various products and technological processes. The higher 

the degree of aggregation, the more difficult it is to maintain an adequate 
connection between decisions made at a given level and the concrete form 

of their realization in production and in the utilization of technology. 

The development of plans for coordinating indicators at various levels-- 
national economic, interbranch, branch, regional, enterprise and association 
(which has not been done to date) will not eliminate this indeterminacy 

in which the proportionality that is attainable at the level of the aggregate 
product mix may coexist with the actual imbalance in specific types of 
products and in the product mix. This sphere of activity of the economic 
mechanism has not yet found proper reflection in the works of mathematical 
economists. 


Another objective problem is the difficuity of modeling processes in the 
development of scientific and technical progress, foreign economic conditions, 
natural factors and their influence on the economy, all of which are not 
amenable to control. The combination of various controllable and uncontrollable 
processes in the economy requires the application of probability methods 

that do not fit into simple formulas and calculations. This application 
involves the performance of nonformalized heuristic and expert procedures 

in planning. Still more considerable difficulties for modeling are created 

by the necessity of taking into account a broad spectrum of factors of 

4 qualitative and especially a social nature. Economic models must reflect 
such aspects of the social orientation of goals, the combination of central- 
ization and decentralization in the decision-making process, the comparison 

and rationalization of needs, consideration and coordination of interests 

of collectives, population groups and society as a whole; distributive 
relationships, the action of economic levers and stimuli; organizational 

forms and the structure of control. These qualitative aspects of economic 
processes are taken into account in the process of elaborating plan indicators 
not so much through calculations as through nonformalized analytical procedures, 
discussion, coordination, expert assessment and decision-making. 


Tne impossibility of creating a closed system of mathematical economic 
planning models and the necessity of combining model calculations and direct 
calculations and formalized and nonformalized procedures in the ASPR are 
objectively conditioned by the nature of planning processes and must be 
considered as an inevitable condition in the automation of plan calculations. 


There are also subjective factors that hinder the effective incorporation 

of EMM and computer technology in planning practice: insufficient critical 
analysis of theoretical, technological, organizational and other practical 
aspects of their application in planning; the lack of preparedness of many 
planners for the introduction of EMM; psychological and, strange as it 

may be, departmental barriers; and unsuccessful or inept attempts to use 
mathematical methods, which generate a lack of confidence in them. 


It is quite frequently the case that an economic planning problem that 
is formulated in rigorous mathematical terms (the method of solution having 
been experimentally tested on the basis of conditional information) is 
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not subsequently built into the actual] technology of the planning process. 

it will take additional years of effort and vast sums to make the mathematical 
method that was developed under research conditions a part of planning 
practice. Such a picture arises primarily when mathematical form and 

method are primary in the development of a method or a model. One of the 

first conditions to the successful application of mathematical economic 

models in actual planning is that priority be given t>» the economic formulation 
of planning problems posed to the chosen model. 


It must be remembered that every mathematical economic model reflects only 
those conditions and premises that constituted its basis. A model that 

is cons\ructed on the basis of one set of conditions cannot without substantial 
modification be used under other conditions because this would result in 
incorrect conclusions. 


We know, for example, that normative-balance models (of the interbranch 
balance type) and factor-statistical models are widely used in long-term 
calculations. Normative-balance models are based on the principle that 

the rate of production and the product mix are determined by the dynamics 
and structure of the final product and by the expenditure of resources 

on each type of product; the factor-statistical model is based on another 
principle--that the potential rate of production is determined by resources, 
their distribution and the effectiveness of their use. 


Both principles are abstractions, are possible approximations of a single 
reality. One or another principle and therefore one or another type of 

model are preferable for individual problems and in various phases of elaboration. 
The attempt to give priority to the use of only one type of model, inter 

alia for problems for which other conditions are more characteristic, leads 

to inadequate or unacceptable results. This is the case, for example, 

when the interbranch balance method is used to calculate rates and interbranch 
proportions in the stage when the main factor in the formation of proportions 
is real or given constraints on resources and their limited and priority 
distribution among various branches, i. e., under conditions when it is 
preferable to use factor models. 


Calculations based on optimizing models are used more and more widely in 
substantiations for the one-year and five-year plan. The number of optimizing 
prob‘ ms for which USSR Gosplan and the gosplans of union republics are 
responsible is presently in excess of 200. However, theoretical research 

and the entire experience of the calculations show that the solution in 

such models usually depends not so much on the criterion of optimization 

as on the level of constraints on resources or, as the mathematicians say, 

the solution “sits” on the constraints. This means that the substantiation 

of a solution is determined first and foremost by the level of economic 
anaiysis of the actual availability of resources which for the most part 

is conducted by economists outside the model. However the specific merit 

of a correctly constructed model is that calculations based on it provide 

an assessment of resource availability. This information reflects only 

one side of the effectiveness of resources. The national economic effectiveness 
of resource utilization is determined by comparing evaluations of effectiveness 
and expenditures on the additional growth of resources that can be calculated 
only outside the model. Thus, optimizing models perform their function 
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only in synthesis with national economic calculations and detailed economic 
research, 1. @., each branch optimizing model requires the close interaction 
of the branch department, of consolidated resource and balance departments 

of USSR Gosplan, the Main Computer Center of USSR Gosplan anid the economic 
planning departments of ministries. But here--in addition to purely organiz- 
ational and technological problems--there arises yet another problem that 

iS associated with the lack of motivation of ministries to supply objective 
problem-solving information that is the basis for more intensive plans. 


There are also other difficulties associated with the combination of objective 
and subjective factors. For example, it is impossible to create a method 

and aigorithm for solving economic planning problems without taking into 
account the technology used in drafting plans. In addition, the use of 
computer technology in solving problems in turn imposes new, quite strict 
demands on the information preparation process and on the use of calculations 
in other problems to be solved by computer, and on document circulation 
between users. These demands frequently do not fit the existing technology 
used in working on the plan, which leads either to the incompatibility 

of computer-created and existing technology and their existence in parallel 

or the combination of both technologies. The total introduction of the 

ASPR in USSR Gosplan means the transition to a new, higher level of elaboration 
of plans based on the synthesis of the demands of both technologies. 


Without proposing prescriptions for overcoming all difficulties entailed in 
the practical use of EMM in plan calculations, we only note the basic 

directions to be followed in surmounting the difficulties that are generated 

by the discrepancy between the models and economic processes and actual 

economic f‘anning problems, by the disparity between the mathematical formulation 
and modes of solving planning problems in the technology and organization 

of the planning process, by contradictions between the demands for the 

automated execution of systems of calculations based on computer technology 

and the actually extant technology of plan calculations. 


In order to determine avenues for effectively eliminating the indicated 
contradictions, we must once again examine the basic concepts “probiem,” 
"mathematical model,*® “problem solving,” “technology of solving a system 

of economic planning problems by computer” in their application to the 
drafting of plans. The formal transfer of mathematical concepts associated 
with the solution of mathematical problems to planning problems cannot 

be considered substantiated. 


The very concept “problem*® must be the primary object of analysis. The 
improvement of planning technology based on the use of the methods of mathematical 
economics and computer technology and the creation of the ASPR have necessitated 
the depiction of the drafting of plans for economic and social development 

in the form of the aggregate of interconnected economic planning problems. 


As shown by the planning of the ASPR, at the level of USSR Gosplan the 
drafting of the ASPR breaks down into the solution of 10-15 thousand such 
problems, the majority of which are problems of branch planning. In this 
breakdown it was assumed that the technology used in drafting the plan 
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can be depicted in the form of stable sequentially parallel chains of inter- 
connected economic planning problems. The adoption cf such a premise and 
the tormation of furctional and structural schemes for drafting plans on 
this basis played an appreciable positive role not only in promoting a 
deeper understanding of the technology used in drafting the plans but also 
in promoting rapid progress in the formalization and automation of a certain 
part of this process. Owing to functional and structural modeling, planning 
technology has become the real object of planning for developers of the 
ASPR. Plans forming the basis of the second phase of the ASPR also reflect 
such known progressive directions in the improvement of planning as planning 
based on final needs, the intensification of the program-goal approach, 

the more complete coordination of various sections of the plan, including 
branch and territorial aspects of economic development. 


However, further progress in the formalization and structuralization of 

the technology used in drafting the plan met with certain difficulties. 

The process by which specialists and executives at various levels prepare, 
substantiate and make planning decisions proved to te more complex than 

the plans. And even though in the drafting of plans, the appropriate 
specialists indeed work on all problems raised in the effort to develop 

ASPR subsystems, the specific content of the problems and the sequence 

of their solution are not stable but change in keeping with the character 
and content of individual stages and phases of the plan drafting process, 
with the existence and re-definition of limits, special indicators, other 
information, directives, etc. The unknown of one stage becomes the basic 
constraint in the next. “Inputs” and “outputs” of problems, given and 
sought indicators, etc., change places. Under these conditions, the concept 
"economic planning problem” becomes inadequate. 

By way of developing the concept of the “economic planning problem" used 

in planning the ASPR, we offer the following formulation of it: “Proceeding 
from the sociopolitical and socioeconomic principles of the plan and in 
accordance with specific economic and production technology conditions 

and interrelationships and basic data and limits that have formed by the 
given stage, to determine one indicator or an aggregate of economically 
homogeneous analytical or accounting indicators or planning indicators 

to be ratified and coordinated with other interconnected indicators in 

the plan.” Thus, the economic planning problem must contain: the objective, 
constraints on the area of permissible solutions, the description of unknown 
indicators, basic data for determining unknowns, ties between unknown indicators 
and other indicators occasioned by their economic content. However the 
solution of the problem rests on the unknowns that are adduced from the 
terms of the problem. 


Developers of mathematical economic methods and models usually proceed 

from the premise that the existing mathematical concept of “problem” is 
applicable to economic planning problems. In reality this is far from 

being the case. One of the most concise definitions of the mathematical 

problem take the form: "A is given, find %.” It is assumed that the formulation 
of the mathematical problem contains certain properties, particularly, 
solvability, determinacy and mathematical correctness. The solvability 
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of a problem for the unknown X presupposes that the terms of A are sufficient 
to find K with the aid of a certain formal transformational algorithm the 
tinding of which is the mathematician's task. If the data in the terms 

ot A are insufficient to find X, the problem is considered to be incorrectly 
formulated. But if the given terms of A cannot be defined more precisely 
and expanded in this stage so as to obtain the solution, the problem is 
considered unsolvable. Finally, if there are many solutions for A, the 
problem is considered indeterminate. 


At the same time, the attempt to formulate economic problems in “strict” 
mathematical terms is itself the source of misunderstandings and failures 
because many economic planning problems are not and in certain phases of 

the work on the plan cannot be “correct, determinate and solvable” in the 
Strict mathematical sense even though they are posed correctly in an economic 
sense. 


Such a seemingly incomprehensible and even contradictory conclusion has 

a real basis in actuality because the correctness of the formulation of 

the economic problem cannot be judged from the standpoint of formal mathematics. 
A number of specific features make actual economic planning problems fundament- 
ally different from formal mathematical problems and hence before employing 
mathematical methods and building mathematical models, the initial economic 
problem must be carefully, informally and properly reduced to the mathematical 
problem that derives from it. 


As already stated, in the process of solving economic planning problems, 

it is necessary to take into account qualitative factors that are not amenable 
to formalization in their initial form and that are not expressed directly 

in the terms of the problem in quantitative, numerical form. Therefore 

in formulating and developing methods used in solving economic problems, 

it 1S necessary to use nonformalized procedures to formulate the terms 

of the problem and the necessary information. 


What is more, the economic planning problem in its raw form frequently 

does not have a complete, finished term; it forms in the problem-solving 
process and in its interaction with other problems. The dynamicity that 

is manifested in refinements and changes in the process of resolving input 
information and in the gradual elimination of indeterminacy as information 

is requested and received from other problems that are being solved in 
parallel and the transformation of the problem from “incorrect” into “correct” 
problem through the solution process itself are among the characteristic 
features of actual economic planning problems. 


This applies in the maximum degree to long-range planning problems which 

are oriented toward the determination of balanced variants of such economic- 
production, scientific-technical and organizational-economic targets for 

the branches and economies of union republics and economic regions that 

will ensure the attainment of the socioeconomic objectives of developmen. 

by the deadline with due regard to the economic resources that are earmarked 
for use. 





In solving these problems, the methods and models characteristic of five- 

year and one-year planning cannot be used directly since this would give 

rise to difficulties stemming from the long-term indeterminacy of the norms 

used in most models in one-year and five-year planning. This indeterminacy 

has two aspects. First, the coefficients of direct expenditures or consolidated 
resource use norms used in models as input data themselves depend on long- 

term decisions on drawing primary resources into economic circulation; 

on rates of production, on product mix and on consumption; on the choice 

of alternate modes of development, i. e., depend on what we wish to obtain 

from the use of these methods and models. Second, the simple inventorying 

of existing projects and of technical and techrological decisions does 

not mean that we will attain the desired level of socioeconomic goals by 

the deadline in the long-range period given the forecast volume of national 
economic resources. If under these conditions, we apply the classical 
optimization apparatus, we will not arrive at a single solution that satisfies 
the given conditions. The contradiction thus consists in the impossibility 

of a “correct” formulation of the long-range planning problem or more precisely 
in the fundamental “incorrectness*® of such formulation when, as the mathematicians 
say, we should proceed from that which we seek. This contradiction is 

resolved only through long-term elaborations based on the sequential coordination 
of the elaborations and basic hypotheses. Taking the division of functions 
between consolidated and branch departments of USSR Gosplan into account, 

the process of solving the given problem can conditionally be depicted 

as the iterative solution of the two following interconnected problems: 


-the substantiation of such leveis of effectiveness of resource utilization 
from the standpoint of the national economy as would make it possible to 
attain special indicators of social and economic development by the established 
deadline with the anticipated volume of production resources; and 


-the articulation of such a system of structural, technological and other 
decisions that ensure the attainment of these special resource utilization 
norms. 


The first problem can be solved at the consolidated national economic level 

with the use of appropriately modernized and adapted national economic 

models and the system of balance calculations. The second problem must 

be solved predominantly at the level of research of interbranch complexes 

and specific branches. Another characteristic feature of these problems 

is that the norms governing the effectiveness of utilization or saving 

of resources arrived at in the solution of the first problem acquire a 
goal-oriented character in the following stage. Search in the following 

areas must be oriented toward the attainment of the level of resource saving 
determined by them: structural solutions (product mix and product distribution, 
technological structure, resource distribution, consideration of substitutability); 
technological and scientific-technical solutions (choice of technology, 
formulation of scientific targets on creating new types of equipment, technology 
and products); organizational-economic and management decisions (that support 
the decisions enumerated above as well as directions in conservation, and 

the reduction of losses of production resources). 
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we must free ourselves of the common view among mathematicians that models 
designed to solve economic planning problems of differing content and levels 
in the actual planning process can be formalized into a system of models. 
fxperience shows that when a considerable part of the work entailed in 
preparing and making intermediate and final decisions is transferred to 

the computer, the planner, who does not organically participate in this 
process, ceases to feel and trust the decision crystallization mechanism 
and the analysis of decisions shows that it frequently does not satisfy 
many conditions that the planner could not report or incorporate in the 
calculations for all manner of reasons--inflexibility in the formulation 

of the problem and the model, the mismatch between the system of calculations 
and the adopted technology, the “hidden character” of intermediate results, 
the cumbersome character of the system of calculations, etc. 


Therefore the combination of individual calculations into a system should 
take the form of the “dialogization® of the automated system of calculations 
in which an ever larger part of the intermediate “nodal® information reaches 
the computer display with the aid of the continuous intervention of the 
planner in the calculation process who makes control decisions (corrections 
of control parameters, updating of information, selection of variants, 

etc.) on the basis of his “background of conditions and principles.” The 
technology for this is created by dialog sys*ems based on minicomputers 

and their combination with large computers and the development of the YeS 

EVM terminal network. The availability of minicomputers to a broad circie 

of planners, their efficiency and the high potential for dialog make their 
use an important condition to the acceleration of the introduction of EMM 

and computer technology. While it is true that the availability of minicomputers 
creates conditions for the decentralization of calculations, the extremes 

in this trend are easily overcome by raising the level of organization 

of the preparation of plans with the use of standardized forms of information 
exchange between departments. 


The “dialogization” of the system of calculations will also promote the 
gradual transition from problem-oriented technology of planning decisions 
to “modular” technology in which calculation schemes form (are generated) 
in the actual calculation process depending on demands and conditions in 
the given stage of drafting of the plan. The point is to use previously 
identified relationships between economic indicators and, taking available 
information and principles into account, and to select an-optimal computer- 
dialogized calculation scheme and system of algorithms. Such an approach 
makes it possible to avoid difficulties in developing individual methods 
and algorithms for solving many thousand economic planning problems, but 
makes higher demands on the organization of computerized planning calculations. 


The transition to dialog systems of calculation and to flexible “modular” 
technology and the combination of formalized and unformalized procedures 

are the cardinal direction in the merger of “computer” and “manual” technology 
into a single, higher technology for drafting plans. Elements in the realization 
of this direction already find their application in the creation and introduction 
of complexes of problems in the second phase of the ASPR. The integrated 

system of balance calculations for substantiating the basic indicators 





of the long-term economic and social development of the USSR is constructed 
in similar tashion. The purpose of th‘s complex of calculations is to 

unify calculations based on macroeconomic models, forecasting-analytical 
calculations and consolidated balance calculations with calculations based 
on models of development of interbranch complexes and branches and on drafts 
of integrated goal-oriented programs. 


Another approach is needed for the construction and utilization of models 

of a theoretical and analytical character, i. e., for forecasting-analytical 
models. It should not be demarded of these models that their variables 
correspond fully to the system of indicators of the national economic plan, 
that there be a strict interrelationship with the technology of drafting 
p'ans, the directionality of resolving given economic planning problems, 
etc. The resuits of their modeling cannot be directly used in practice 

and cannot be part of the drafts of national economic plans. They have 

a different purpose. Analytical models are called upon , first, to form 
primary guideposts, i. e., analytical values of economic indicators which 
planners can use to make a more effective and higher quality determination 
of the value of indicators of the national economic plan by “*non-model” 
methods. Such models are also useful in generating forecasting-analytical 
caiculations and variants the precede or accompany practicai planning. 
Second, appropriately constructed theoretical mathematical models make 

it possible to obtain quality conclusions regarding economic behavior under 
various conditions and situations (the simulation function of modeling). 
[hird, work on analytical models createsa scientific backlog for the further 
improvement of the system of plan models. These models can be used to 
experimentally verify many proposals of an exploratory and research character. 


Analytical models function outside a planning process that is regulated 

in an organizational and temporal sense. This provides greater “freedom 

of action” in tuning and debugging the model which is inevitable in any 
practical "initiation" of complex models. Calculations based on these 

models are made by scientific research institutes and computer centers 

and results of calculations of variants meeting different goals and conditions 
of development together with the necessary commentary are submitted to 
planning organs. The participation of “consumers” in forming the initial 

base and the goal parameters of analytical model calculations can facilitate 
the use of these results. 


Owing to a certain degree of autonomy vis-a-vis the regulated planning 
process, analytical models are amenable to continuous improvement. They 
can be used as single models or can be formed into analytical complexes 
and systems of modeis including multilevel models. 


Ba‘ ed on analytical models, it is possible td experimentally verify numerous 
directions of improvement of mathematical economic model-building that 

are slated for incorporation in the actual process of drafting national 
eccnomic plans. They should include: 


--the elaboration of models with a flexible structure which envisages the 
possibility of replacing and changing the order of inputs, the variation 

of inputs, the adjustment and supplementing of initial data in the calculation 
process; 
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the possibility of realizing different approaches to the substantiation 
of economic indicators (including goal and resource indicators) within 
the framework of one or several interconnected models; the possibility 
of combining normative-balance and resource-factor calculation schemes; 


--the transition to the broader consideration of social factors reflecting 
the interests of various strata and groups in the population and to the 
modeling of the action of the economic mechanism through the incorporation 
of parameters in the model that reflect the influence of these factors 

on economic conditions and the use of a simulated calculation routine; 


--the transition from branch optimization to the optimization of the rate 

of production and the product mix, and the use of the output of complexes 

of interconnected branches making it possible to identify additional reserves 
for increasing the effectiveness of production. The point here is that 

there is more attention to the substitutability of products and resources 

and to finding optimal proportions between related links both within techno- 
logical chains (from the use of raw material resources to the production 

of the final product) and between them; 


the implementation of modern progressive schemes for optimizirg planning 


decisions, inter alia, on the basis of the multiple-criterion se.ection 

of solutions and their sequential optimization that correspond more completely 
to the present state of modeling in which the methods of global optimization 
are Stiil far removed from the possibility of using them directly in national 


economic planning. The essence of it is that (1) reference variants of 
development are refined from one stage to the next and (2) possible directions 
of change in these variants are sought and investigated in each stage; 
evaluations are made of the influence exerted by change on the leading 
national economic indicators that reflect the end goals of development. 

These evaluations are the basis for determining the most effective directions 
of change in reference variants; 


--the application of an optimal method of corrections that arise in the 
process of modifying or refining individual parameters and conditions. 
There is no need here for labor-intensive recalculation throughout the 
entire system of indicators and computations. It is sufficient to correct 
the system of the most closely connected indicators relating to various 
sections of the plapr We should analytically and experimentally establish 
schemes of interrel’::ionships of varying depth: within the framework of 
chains of intercon: scted types of production, larger complexes of branches, 
whole integrated + ograms at the national economic level as well. 


The development of research of this type on the basis of real information 

is instrumental in detecting the national economy's bottlenecks that impede 
its development to the greatest degree, The elimination of these bottlenecks 
with limited resources makes a maximum contribution to increasing the rate 

of economic growth and its effectiveness, to the attainment of final national 
economic results. 


Thus, the increased recognition of the practical significance of mathematical 
economic modeling, the actual incorporation of EMM and computer technology 
in planning calculations and the erhancement of the quality and effectiveness of 
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pianning decisions urgently require improvements in approaches to modeis 
used in planning and in solving certain practical problems of model-building. 
The realization of the primacy of the economic formulation of economic 
planning problems, the elaboration of mathematical methods of solving them 
with due regard to the particulars of planning and “computer” technology, 
and the resolution of a number of other current problems in the synthesis 
of EMM, computers and existing technology for drafting plans wili permit 
not only the expansion of the possibility of applying mathematical economic 
methods and models in economics but also the acceleration of their incorp- 
oration in planning practice. 
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ECONOMIC MODELING AND COMPUTER TECHNOLOGY APPLICATION 


DATA BASES FOR THE AUTOMATED SYSTEM OF STATE STATISTICS [ASGS] DISCUSSED 
Moscow VESTNIK STATISTIKI in Russian No 7, Jul 83 pp 31-43 


[Article by L. Gorshkova, senior scientific associate of the Scientific Re- 
search Institute of the USSR Statistical Administration, and A. Tsigel'nik, 
candidate of economic sciences, senior scientific associate, chief of the 
laboratories %f the Scientific Research Institute of the USSR Statistical Ad- 
ministration: "The Analysis of Production Reserves" ] 


[Text] In the course of the creation of the third line of ASGS, work is con- 
tinuing on the further intensification of the economic-statisti al analysis of 
production efficiency, the explanation of losses in the national economy, and 
the organization of systematic supervision of the course of the realization of 
available reserves. 


The results of the experimental and development work, carried out within the 
framework of the second line of ASGS, showed that new technical and programmed 
means represent important additional possibilities for intensifying multi- 
dimensional analysis. The posing and solution of serious analytical problems 
advanced by practice, with the maximum use of the technique and technology of 
ASGS, require the appropriate training and active participation of economists 
on all levels of state statistics. This requires preliminary information and 
methodology work with the use of instruction materials, publications and other 
forms of exchange of experience. 


The present article sets forth the results obtained in the elaboration of the 
analytical complex "The Work Efficiency of New and Reconstructed Enterprises” 
of the functional subsystem "The Statistics of Industry" of the second line of 
ASGS. The designation of the complex shows that we are dealing here with one 
of the most important aspects of the technical development of industry. Its 
creation took into account the necessity "of devoting special attention to the 
reduction of the terms for making projected capacities operationai and for at- 
taining other technical-economic indicators of enterpvises and projects put 
into operation. . ."* For this reason, planning and actual oata for new enter- 
prises have been used primarily. 





*) "Materialy XXVI s"ezda KPSS" [Materials of the 26th CPSU Congress], Moscow, 
Politizdat, 1981, p 141. 








In solving the formulated problems, an essentially new clement was the utili- 
zation of a third-generation computer in the organization of the automated 
calculation for every object, i. e., the accumulation of initial information 
on every object of primary statistical observation (in the given case, on the 
industrial enterprises put into operation) and its subsequent summary elabora- 
tion in the necessary combinations. Beginning with the 10th Five-Year-Plan 
experimental work was conducted, and in 1978, in accordance with the technical 
problem formulated by the Administration for Statistics of Industry of the 
USSK Central Statistical Administration, the Scientific Kesearch Institute of 
the USSR Central Statistical Administration and its Ukrainian branch, and co- 
ordinated with the UkSSK Central Statistical Administration, programmed tech- 
nical control was prepared as the result of the joint work at the republic 
computer center of the UkSSK Central Statistical Administration and a unified 
system was set in the computer for the accumulation and processing of neces- 
sary information in regard to industrial enterprises constructed in the repub- 
lic during the 9th and 10th Five-Year-Plans. 


The basis of the information base consists of 26 basic indicators, taken from 
the annual reports of the industrial enterprises according to forms Nos 6, 9, 
11, 22 and Il-tp (capacity), as well as necessary data from the annual reports 
on capital construction, planning and normative documentation. These are the 
indicators which characterized the fixed industrial productive capital, the 
volume of production and the production cost, the number of industrial produc- 
tion personnel and workers, the volume of capital investments, the construc- 
tion periods, etc. The data of the planning and normative documentation, as 
well as the indicators characterizing the construction stage and the code de- 
Signations of the address part (including the codes of the construction and 
planning organizations) were inquired about once and, being preserved in the 
memory of the electronic computer, were used in the solution of the problems 
during the course of the entire period of observation. The machine program 
made it possible to characterize the stages of the construction of the enter- 
prises and the introduction of the planned capacity consistently and in cor- 
relation. 


We will examine the basic cirections of the elaboration and analysis of the 
complex “The Work Efficiency of New and Reconstructed Enterprises"; as an 
example we will use the mass of standard initial data* for the group of "en- 
terprises taken into consideration”. 


On the basis of data about the stage of construction, groupings of the indus- 
trial enterprises put into operation have been developed in accordance with 
the magnitude of the deviations from the planned periods of the beginning of 
construction and its normative duration. Thus, it was determined that, of the 
total number of “enterprises considered", 68.6 percent of them were begun on 
time, within the planned periods; 13.2 percent--with delays of 1-3 months; 
10.5 percent--with delays of 4-12 months; and 7.7 percent--with a delay of 
more than 1 year. 





*) The actual significance of these data (for the greater clearness of the 
analysis of reserves) are regarded by the authors in many cases to be lower 
than the planned and normative data. 











The information about the actual duration of construction of industrial enter- 
prises as compared to the normative duration (Table 1) showed that the con- 
struction of only 31.9 percent of the enterprises put into operation was com- 
pleted on time and ahead of schedule. At the same time, for the greater part 
of the enterprises the duration of construction significantly exceeded the 
normative duration, including 39.2 percent of the enterprises put into opera- 
tion with an excess of the construction periods 1.5 times as great, and more 
than one-third of them--with an excess 2-3 times as great and more. The pro- 
gram envisages the possibility of the elaboration of Table 1 with individual 
periods by ministries, forms of subordination, territories, and construction 
organizations. Later on, information should also be used about the above-norm 
duration of planning. 


Table 1. Classification of Industrial Enterprises Put Into Operation in Terms 
of the Relationship of Actual and Normative Construction Duration 
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Key: 
1. Year(s) of Introduction 9. Including With the Relationship 
2. Cross-section of development of Actual to Normative Duration 
3. Total Number of Enterprises of Construction 
4. Percent Put Into Operation 10. Over 
5. Ahead of Schedule ll. Total 
6. On Time 12. Including 
7. With Delay 
8. Total 


In addition to the indicated summary figures, the electronic computer produced 
a listing with an enumeration of individual enterprises with respect to which 
serious deviations from the normative construction periods have been permitted. 
An example is listed in Table 2, where the enterprises are arranged in de- 
creasing order of the magnitude of deviations (in group 4). 


It must be noted that here and subsequently in analogous elaborations for 
every enterprise its location (oblast), ministry and, what is very important, 
the name of the construction organization are indicated. 
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Table 2. Information on Excess of the Normative Duration of Construction 
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Key: 
1. Designation of Enterprise 7. Repair plant 
2. Year of Introduction 8. Stroyindustriia [Construction 
3. Duration of Construction, industry) combine 
in Months 9. Bread-baking plant 
4. According to Norm 10. Production association branch 
5. Actual 
6. Excess of Normative Duration of 


Construction, in Years 


The data of Table 3 show that for some enterprises, in view of the delay in 
their being put into operation, the sum of undereceived profit attains a sig- 
nificant magnitude, exceeding at times the estimated cost of their construc- 
tion. 


For the group of "the considered enterprises” as a whole, the undereceived profit 
exceeded by a factor of 2.3 the planned annual volume and amounted to 
56 percent of the cost of their construction. 


Similar developments are being carried out in a cross-section of ministries, 
oblasts, by years of the introduction of enterprises (1971, 1972, etc.), and 
for five-year-plans as a whole. In addition to Table 1, classifications of 
enterprises are being developed also by absolute volumes of production and 
profit (for example, up to 500,000 rubles, up to 1 million rubles, etc.) re- 
ceived less because of the delayed introduction of enterprises, as well as by 
the relationship of these magnitudes to the estimated cost of construction 
(according to the data of column4 in Table 3). 
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Table 3. Influence of the Excess of the Normative Duration of Construction 
on the Volume of Production and Profit 
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Key: 
1. Year(s) of Introduction 7. Estimated Cost of Construc- 
2. Territory tion, in Millions of Rubles 
3. Ministry 8. Relationship of Profit Re- 
4. Industry ceived Less to Estimated Cost 
5. Designation of Enterprise of Construction, in % 
6. Amount Received Less for the Pro- Column 4=Qolumn 2 ./. Column 3 x 
ject in View of Ex» ess of the 100 
Normative Duration of Construction, 9. Repair plant 
in Millions of Rubles 10. Stroyindustriia [Construction 


Industry] Combine 
ll. Bread-baking plant 
12. Production association branch 


Of interest is still another development--in a cross-section of construction 
organizations (see Table 4) with data on the enterprises constructed by them. 
The information in columns 4, 5, and 6, which concern the operation stages of 
these enterprises, are taken from Tables 8 and 13, which are developed simul- 
taneously on the electronic computer. 
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Table 4. Distribution of Underreceived Profits by Construction Organizations 
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Key: 
1. Year(s) of Introduction--1971-1975 10. Number of Enterprises 
2. Period under Review--1980 11. Volume of Underreceived Pro- 
3. Territory fit for the Project, in 
4. Ministry Millions of Rubles 
5. Industry 12. Number of Enterprises 
6. Designation of Construction 13. Volume of Underreceived Pro- 
Organizations fit for the Project from the 
7. Number of Enterprises Put Into Beginning of Operation to 
Operation During the 9th Five- 1980, in Millions of Rubles 
Year-Plan 14. Including Because of Un- 
8. Including With Excess of the finished Work of Construction 
Normative Construction Periods Organizations, in Millions of 
9. Enterprises (from Column |) for Rubles 
‘nich There Were Lags in the 15. Construction-installation 
Periods of the Introduction of administration 
Planned Capacities 16. Promstroy [Industrial 


Construction] 


The investigation of the data on the course of the mastery of the planned 
indicators of new industrial enterprises organically continue the economic~- 
statistical analysis of the stage of their construction. First of all, a 
classification was developed (see Table 5), which reflects the level of the 
mastery of the basic planned indicators attained by all "considered enter- 
prises” in the year under review, 1980, for example. The cited data showed a 
higher (although on the whole inadequate) level of the mastery of the planned 
indicators for fixed industrial-productive capital and a less high level in 
regard to the number of industrial productive personne!. However, in a number 
of enterprises the planned indicators for the output of production and especi- 
ally for the volume of profit are being mastered unsatisfactorily. 
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Table 


5. 


Classification of Enterprises Put Into Operation According to Levels 
of Attainment of Fixed Planned Indicators 
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Key: 
1. Year(s) of Introduction--1971-1979 8. According to Fixed Industrial 
2. Period Under Review--1980 Productive Capital 
3. Territory 9. According to Number of Indus- 
4. Ministry trial Productive Personnel 
5. Industry 10. According to Output of Pro- 
6. Groups of Enterprises With Level duction 
of Achievement of Planned Indica- 11. According to Volume of Profit 
tors, in Z% 12. More than 120 
7. Number of Enterprises (in % of Those 13. Less than 0 (Unprofitable 


Introduced During the 9th and 10th 
Five-Year-Plans) With the Ratio of 
Actual Data for 1980 to Planned Data 


14. 


ones) 
Total 


The data in Table 5 are of interest because of the fact that they characterize 
the actual level of the introduction of the planned capacity in the complex in 
terms of all basic indicators of the state for a certain period (under review). 
However, from the methodological standpoint it must be noted that data are 
generalized here which to a certain extent are not comparable, since the "en- 
terprises considered" were put into operation at a different time and had an 
unequal period of operation to the year 1980 being reviewed. This required an 
examination of the course of the achievement of planned tasks in accordance 
with the basic indicated indicators in dynamic movement--for every subsequent 
year from the beginning of operation for the range of enterprises being com- 
pared, which were put into operation in one year, which has become possible 
thanks to the automated record of every project. 
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The appropriate elaborations have been carried out for enterprises put into 
Operation in every year. In Table 6 comparable (standard) data are cited for 
42 enterprises put into operation in 1971, as well as a comprehensive assess- 
ment of the levels of the mastery of basic planned indicators in dynamic move- 


ment during the period of the 9th Five-Year-Plan. 


Table 6. Level of Achievement of Basic Planned Indicators by Years of Opera- 








tion 
(1) Foals) s201a—i97 (2) Orserumaé nepror—i%72—i989 
(3) Teppuropua (4) Manucteperso (5). Orpec.s 
























( 7) (8 ) Cpeanz® ypoeeah AoctHMenRrA Fr OCKTHEX 
a a3sateseA Mo frotaM suCMAyatToury tpecrcuatea, 
(6) * JecAt Peat 
5 
> ttt 
Hawucuonaune noxasaterca ¥ ) | i = pa pA 
= ea) a~ = ee an 2 =- 
> ce -7™ = te « ~ Pa c r 
= 22152 = = i Sf 4 == 
A | 5 1 2 6 7 Ly oe 





(18) O6neu npowurrenno-npo- 


—... ee ! 89} 9] 99) 103] 105) 106] 111] 11S | 127 


(19) Uncaennocts spommuazenno- 
NpOH3IBOACTBeHHOTO Nepco- 


Mamta... - 55] 62] 75) SO} 91] 971 103] 105 | 106 
42] Si] 62] 73] 79] 89) %] 101 | lor 


5] 17] 2) 40] 49) 69) 7 $1 $5 


(20) Mipoussoactso npoazyKxunn 
(21) OGsem npuGuan 


&- W to 
































Key: 

l. Year(s) of Introduction--1971 12. Fourth--1975 

2. Period Under Review--1972-1980 13. Fifth--1976 

3. Territory 14. Sixth--1977 

4. Ministry 15. Seventh--1978 

5. Industry 16. Eighth-~-1979 

6. Designation of Indicators 17. Ninth--1980 

7. Number of Line 18. Volume of basic industrial-pro- 

8. Average Level of Achievement of ductive capital 
Planned Indicators by Years of 19. Number of industrial productive 
Operation of Enterprises Put personnel 
Into Service in 1971, in % 20. Production output 

9. First--1972 21. Volume of Profit 


10. Second--1973 
ll. Third--1974 


The data cited are indicative of the fact that on the whole the process of the 
mastery of basic planned indicators is unsatisfactory. At the same time, how- 
ever, the further analysis (the comparison of indicators of the same name for 
enterprises put into operation in different years) pointed to some positive 
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trends. From the data in Table 7 (where, in particular, the data for the en- 
terprises put into operation in 1971 correspond to line 2 in Table 6) it is 
evident that in the course of the entire period being examined, regardless of 
the tardy achievement of the planned tasks, nevertheless a steady increase in 
level of the full strength of the industrial productive personnel is observed, 
both at the time of the introduction of new enterprises (from 55 percent in 
1971 to 86 percent in 1979) and during the process of their operation. Thanks 
to this fact, the period for the attainment of the 100 percent level, which is 
6 to 7 years (on the average for enterprises put into operation in 1971-1973) 


diminished almost twofold, which is evidenced by the data for enterprises put 
into operation in recent years. 


Table 7. Level of Attainment of the Planned Number of Industrial Productive 
Personnel 
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Key: 
l. Year(s) of Introduction--1971-1979 6. Years of the Introduction of 
2. Period Under Review--1972-1980 Enterprises 
3. Territory 7. Level of Attainment of the 
4. Ministry Planned Number of Industrial 
>. Industry Production Personnel by Years 


Years of Operation of Enter- 
prises Put Into Operation, in % 


The comparison of the information presented in the various tables indicates the 
necessity of a thorough analysis. Thus, on the face of it, the data in column 
9 of Table 7 indicate that in 1980 the enterprises on the whole were quite 
Satisfactorily staffed with industrial productive personnel. But it must not 

be forgotten that this is the average level. The same combination of enter- 
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prises for the period indicated in the condition of classification (Table 5, 
column 2) showed that 35 percent of them have not yet attained the planned 
level. For this reason it is very important that one of the characteristics 
of the automated record for each project (especially for the exposure of re- 
serves) is the possibility of disclosing the average and summary magnitudes, 
and, in addition to them, showing in detaii and systematically the worst part 
(which, above all, also reflects reserves) both as a whole and for individual 
projects. 


Accordingly, the program for the elaboration that has been drawn up envisages 
further analysis along the lines indicated. To this end, the average values 
of the basic indicators (for example, from Table 6) for all “considered enter- 
prises” are examined in terms of two components: Enterprises that have at- 
tained (or exceeded) and that have not attained the planned indicators. Par- 
ticular attention, naturally, is devoted to the second group. 


Thus, in Table 8 the analysis of the data according to line 3 of Table 6 on 
the mastery of planned indicators for production output is continued.* 


From the data of line 1 of Table 8 it is evident how the number of enterprises 
changed during the years (from 42, put into operation in 1971), which did not 
attain the planned level. Also shown are the volumes of underreceived produc- 
tion: Its total cost during 9 years from the beginning of operation reached 
(line 6, column 9) almost 1 billion rubles, which is equivalent to the inactiv- 
ity of all enterprises for more than 2.7 years (line 7, column 9). To this it 
must be added that, as the preceding elaborations testify, the average excess 
of the normative construction periods constituted approximately 2 years; thus, 
as a whole, the time loss amounts to almost a five-year-plan. 


While devoting special attention to the shortcomings and reserves, the posi- 
tive experience, too, must be studied. It is natural that the initial infor- 
mation makes it possible to develop an analogous table individually by enter- 
prises which have successfully mastered the planned indicators, although their 
work can also be judged by the data cited in Table 8. The number of such en- 
terprises is determined with the computation of the data according to line l 
of this table, and the excess of the planned level attained by them--by means 
of simple calculations of the data for the corresponding years: Line 3 of 
Table 6 plus line 5 of Table 8 minus 100. Thus, in 1972 8 enterprises (42-34) 
produced above the plan 42 + 60 - 100 =2 percent of the entire planned produc- 
tion (with regard to the accepted standard of mastery), and in 1979 39 enter- 
prises (42 - 3) produced 101 + 10 - 100 = 11 percent of that production. 


Returning to the analysis of shortcomings, however, we note that their study 
required further, more detailed elaborations. First of all, the magnitude of 
underachievement of the planned level by individual enterprises presented on 
line 1 of Table 8 is exceedingly different (for example, in 1972--from 4 to 88 
percent); secondly, their supply situation with respect to fixed industrial 
productive capital and manpower is also unequal. And this is important to con- 
sider in assessing the work of enterprises. A more profound analysis is car- 
ried out with the aid of Tables 9, 10 and 11. 





*) Analogous elaborations can be carried out in regard to the indicators of 
every line of Table 6. 


77 











Table 8. 


Information on Enterprises That Failed to Attain the Planned Level 
of Production Output 
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Key: 


On nu & Wh 


Year(s) of Introduction--1971 19. Ditto, in % of the total number 
Period Under Review--1972-1980 of enterprises put into opera- 
Territory tion in 1972 (42 enterprises) 
Ministry 20. Volume of underreceived produc- 
Industry tion for the project 
Designation of Indicator 21. For the year 
Number of Line 22. In millions of rubles 
Years of Operation of Enter- 23. In % of the annual planned 
prises Put Into Service in 1971 volume of production output: 
24. Of enterprises (line 1) that 
First--1972; Second--1973; etc. failed to attain the planned 
Number of enterprises that failed volume 
to attain the planned volume of 25. Of all 42 enterprises put into 
production output operation 
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Table 9. Classification of Enterprises Put {nto Operation by Change and Level 
of Attainment of the Planned Volume of Production Output 
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Key: 
1. Year(s) of Introduction 8. Number of Enterprises 
2. Period Under Review--1973 9. Of These With a Level of Attain- 
3. Territory ment of the Planned Volume of 
4. Ministry Production Output During the Year 
5. Industry Under Review, in % 
6. Change, During the Period Under 10. Up to 
Review, of the Level of Attain- 11. More than 
ment of the Planned Volume of 12. Decrease 
Production Output, in % 13. Increase 
7. Number of Line 14. Total 


Table 9 (composed on the basis of the data of the same 42 enterprises put into 
operation in 1971, for the year 1973 under review) shows not only the distri- 
bution, by level of lag, of the 24 enterprises (which are given by one figure 
in line 1 of Table 8) from the level of the attainment of the planned volume 
of production output, but also the results of their work for the year under 
review in regard to the introduction of planned capacities. Cf the indicated 
24 enterprises (line 8, columns 2-6), 12 attained an insignificant increase 
(line 5, columns 2, 4 6) in the level of the use of capacity, in 1--the same 
capacity was used, and in 5 (lines 1-3, columns 3, 5, 6)--even worse. 


Table 10 is intended for another direction of analysis--the exposure of short- 
comings not so much in terms of the attainment of the planned level of basic 
indicators, as in the unsatisfactory use of available fixed industrial pro- 
ductive capital and labor resources in the enterprises put into operation. 
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Table 10. Classification of Enterprises Put Into Operation by Level of 
Attainment of Planned Indicators of Capital-Output Katio and Labor 
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Key: 
1. Year(s) of Introduction 7. Groups of Enterprises Put Into 
2. Period Under Review Production by Level of Attain- 
3. Territory ment of Planned Indicators of 
4. Ministry Labor Productivity, in 4% 
5. Industry 8. Less than 
6. Groups of Enterprises Put Into 9. More than 


Operation by Level of Attainment 10. Less than 
of Planned Indicators of Capital- 11. More than 
Output Ratio, in 4% 


In the model of the table given here, all of its column squares are numbered; 
in Operating conditions an appropriate number of enterprises is indicated in 
them. Moreover, the enterprises with the worst indicators are grouped in the 
column squares 1-16 (the lower the number, the worse), those with the best-- 
in the column squares 41-49. For example, in the mechanical plant put into 
operation, the volume of fixed industrial productive capital (PPOF) was equal 
in the period under review, to 96 percent of the planned level, the number of 
industrial productive personnel (PPP)--to 74 percent, but the volume of pro- 
duction output--to only 46 percent of the planned volume. From this it fol- 
lows that the actual level of the achievement of the planned indicator of 

the capital-output ratio amounts to 


22 x 100 = 47 percent, and of tabor productivity-- 2 x 100 = 62 percent. With 


such unsatisfactory data, the mechanical plant falls into column square 3. In 
the other enterprised put into operation--the bread-baking plant--the planned 
indicators of PPOF were mastered to the extent of 112 percent, of PPP-- to the 





extent of 109 percent, of production--to the extent of 119 percent, conse- 
quently, of the capital-output ratio--to the extent of 

119 -_ s — 119 
lk” 100 = 106 percent, and of labor productivity--to the extent of Too * 100 


= 109 percent. The bread-baking plant is shown in column square 45. 


It happens that an enterprise which exceeds the planned indicators is con- 
sidered best and cannot be related to the column squares with numbers up to 
16. However, this is not so, because even when the planned indicators are 
mastered, there can be shortcomings in terms of the criteria considered in the 
table--the use of available assets and manpower. 


For example, in a meat combine put into operation the planned indicators of 
PPOF were mastered to the extent of 121 percent, of PPP--to the extent of 114 
percent, but of production--only to the extent of 101 percent, consequently 


of the capital-output ratio--only to the extent of 
10] — 101 
1 ” 100 = 83 percent, of labor productivity--to the extent of Tie * 100 


=89 percent. In view of the shortcomings noted, the meat combine must be re- 
lated to column square 12. 


If the goal of the research is to elucidate the reasons for unsatisfactory 
labor productivity, then the enterprises cited in the column squares 17-28 
(along with 1-16) are subject to further analysis, and if for insufficient 
capital-output ratio, then the enterprises cited in the column squares 29-40. 


In our view, the composition and content of all indicated tables are of prac- 
tical interest because of the graphic characterization of the individual as- 
pects of the process being investigated and, above all, because of their ten- 
dency to reflect existing shortcomings. This is indicated, for example, by 
the data of the right portion of Table 1, of the lower lines of Table 5, the 
content of the entire Table 8, lines 1-3 and columns 2-6 of Table 9, and the 
column squares from 17 to 40 and especially from 1 to 16 in Table 10. Such 
information indicates the direction of further, more detailed elaborations in 
regard to each interesting object of observation. 


To this end, a model enumeration of indicators is cited in Table 11, from 
whose number it is recommended to take the necessary combinations for the in- 
dividual enterprises put into operation for mechanized elaboration (pro- 
duction of a listing). Such elaborations not only provide extraordinarily 
interesting illustrative material for analytical notes and reports, but are 
also of great significance mainly for the observation and adoption of practi- 
cal measures for the correction of the exposed shortcomings. Using the elec- 
tronic computer, it is possible to obtain reference material for every object 
of observation or their aggregate in any combination of indicatcrs (see Table 


1t), 


We must dwell separately on the indicators of lines 45-47 and 49-63 in Table 
ll. It is well known that in the case of all negative phenomena (and in the 
example examined there are quite a few of them) it is very important to know 
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Table Il. 


List of Indicators for the Comprehensive Characterization of the 


Process of the Introduction of Industrial Enterprises and the 


Mastery of Planned Indicators by Them 
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Key: 


" 


Line 

Designation of Indicator 
Enterprise Put Into Operation 
(Designation or Code According 
to All-Union Classifier of Pro- 
duction Organizations) 
Territory (Designation or Code 
According to SOATO [not further 
identified]) 

Ministry (Designation or Code 
Accordin to SOOUG [not further 
identifiea]) 

Industry (Designation or Code 
According to OKONKH [not fur- 
ther identified]) 

Construction Organization (De- 
signation or Code According to 
All-Union Classifier of Produc- 
tion Organizations) 

Planning Organization (Designa- 
tion or Code According to All- 
Union Classifier of Production 
Organizations) 

Year (Pate) of Introduction of 
Enterprise 

Construction Cost 

Duration of Construction 
According to Norm 

Actual 

Annual Planned Values of Indi- 
cators (in Corresponding Units 
of Measurement) for 

Fixed Industrial Productive 
Capital 

Industrial Productive Personnel 
Production in Value Terms (with 
Kegard to the Accepted Standard 
of Mastery) 

Volume of Underreceived Produc- 
tion for the Project: 

In View of the Excess of the 
Normative Construction Duration 
In View of the Tardy Introduc~ 
tion of Planned Capacity 
Including Because of: 
Unfinished Construction Work 
Shortcomings in Planning 

Volume of Underreceived Profit 
for the Project 

In View of the Excess of Norma- 
tive Construction Duration 


cD 
\) 


26. 


Production in Natural Terms (With 
Regard to the Accepted Standard 
of Mastery) 

Profit (With Regard to the Ac- 
cepted Standard of Mastery) 
Actual Values of Indicators in 
the Year Under Review (in Corres- 
ponding Units of Measurement) for 
Fixed Industrial Productive 
Capital 

Industrial Productive Personnel 
Production Output 

Capital-Output Ratio (Line 18 ./. 
16) 

Labor Productivity (Line 18 ./. 
Line 17) 

Profit 

Profitability (Line 21 ./. Line 
16) 

According to the Indicators of 
Lines 16-22: 

Level of Attainment of Planned 
indicators, in % 

Absolute Deviation from Planned 
Values (in Corresponding Values 
of Measurement ) 

Growth or Reduction in Comparison 
with Preceding (or Any Previous) 
Year of Operation 

In View of the Tardy Introduction 
of Planned Capacity 

Including Because of: 

Unfinished Construction Work 
Shortcomings in Planning 

In View of Excess of Planned Pro- 
duction Cost 

Including Because of: 

Unfinished Construction Work 
Shortcomings in Planning 
According to the Indicators of 
Lines 45-47 and 49-54 

Summary Data From the Beginning 
of Operation During Any Period 





their reasons and the culprits. This is necessary for the executive organs 
both for the practical realization of the exposed reserves and for the pre- 
vention of losses in the future. Although it is exceedingly difficult to ob- 
tain such information methodically and in an organized manner, the work in re- 
gard to its collection has already yielded certain results. 


Use was made of the experience of the collection and elaboration of the data 
of the effective accountability according to Form No l-tp (capacity), where 
the reasons for the shortcomings in the introduction of production capacities 
are indicated. Then an experimental investigation was conducted, in the 
course of which the volumes of underreceived production and profit for the 
project were coordinated with the reasons and their sources (culprits); in 
so doing, the volume of profit was divided still further according to two 
factors: The failure to attain the planned volume of production and the ex- 
cess of planned expenditures per 1 ruble of production. 


The results of the experiment made it possible to include in the program 

mech 3anized elaborations according to the set-ups of Tables 1? and 13, as well 
as ror the combination of each of the reasons with their sources. These 
tables indicate relative magnitudes, but data in thousands of rubles can also 
be cited, as well as in natural terms (when the discussion involves the under- 
receipt of individual types of production). 


In all cases, but especially when there is an appreciable lag in the periods 
of the attainment of the planned level of the profit volume, the analysis of 
the process of the recovery of capital investments acquires still greater sig- 
nificance. The program of elaboration envisages the receipt of corresponding 
data separately by enterprises, in which the period of [capital] recovery has 
expired or not expired. The first group includes a number of enterprises for 
whom the capital investments have already been recovered within the time 
limit, with delay or have not yet been recovered. Enterprises for whom the 
period of recovery has not yet begun are in their turn grouped into those that 
have repaid and are repaying--in conformity with the accepted standard or with 
delay. In all cases of lag from the accepted standard the level of deviation 
is shown (in months, thousands of rubles) and the course of the correction of 
the shortcomings. 


The program set forth here corresponds to the traditional approach, where the 
recovery is determined only by the date of “reimbursement of the last ruble”. 
But the fact is that the state, acting in the role of the investor, who has 
advanced means (labor, technology) to thousands of projects, is not indiffer- 
ent to the intensity with which at every one of these in different years the 
expenditures are produced and reimbursed, since this is what determines the 
volume and time measure of diversion, the "freezing" of means, the possibili- 
ty of their turnover--which in the final analysis is equivalent to the dimen- 
sions of capital investments. 


We note ir connection with this that the available planning and normative 
data on estimated costs and the duration of construction, on capital invest- 
ments by years, and on annual profit with regard for the periods of introduc- 
tio. even predetermine the indicated extent of the diversion of means in 
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Table 12. 


Reasons for the Failure to Attain Planned Indicators 
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Key: 
1. Year(s) of Introduction--1971-1975 11. Nonconjointness of capacities 
2. Period Under Review-~1977 put into operation, short- 
2a. Territory comings in the organization 
3. Ministry of production 
4. Industry 12. Change in the products list 
5. Basic Reasons for the Failure and assortment of the produc- 
to Attain Planned Indicators tion turned out compared to 
6. Volume (in % of total) Underre- the project 
ceived for the Project 13. Unsatisfactory personnel sup- 
7. Production ply--insufficient number and 
8. Profit skill of workers, turnover, 
9. Shortage of raw material and ma- etc. 
terials, their unsatisfactory 14. Difficulties of the market. 
quality, irregular tempo of receipt receipt of orders 
10. Nonprovision of equipment, incom- 15. Shortage or defects of pro- 
pleteness of equipment, its defects duction and auxiliary areas, 
and nonconformity with the techno- buildings, installations, ap- 
logy of production output paratus 
16. Others 


ruble-years.* By means of the comparison of these data with actual data (such 
a program was also tested) results were obtained which are of interest for a 





*) For more details, see VESTNIK STATISTIKI, 1976, No 12, pp 17-22. 
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Table 13. Sources of the Reasons for the Failure to Attain Planned Indicators 























(1> foals) sso2a—197!—1975 (2) Orserrut nepuor—!977 
(3) Teppuropaa __ (4) Mane ctesers (5) Orpacx 
Ctz>~ e2) K RTOTD) 
(6) Ocmgoeryve #cCTOUSaKR OpRian (Bx sOBFAKF! | seicactyteisc’ a apcests 
KOZ CTH MCHAA MPOEKTHUK NOKal2Ter ee? a Se 
| spor rxuar cpateas 
! 
(10) fSiocexruse oprannzauun . 4.2 8 
(11) Crpomretscex (vowtamunicy) opraav2aunn i2.3 69.6 
(12) [lise cosasne, eterente Gontos . =),i 8.0 
(13) Cna6mensecxne oprannzanis | 
(14) Cé6utosue opranmaauna . 7.3 1,1 
(15) Uworoautet: o6opyaoeanas ae. 3.9 
(16) Coécree#nere opran#3amnomMo-Tc\mMdecame HeloctaTka | 
ADC INpAzTHA 6,2 1i,4 
(17) Koonepupoeanaue soctasxa. | By! 2.6 
(18) slpyrue , 10.¢ | 16.2 
(18) Becero | 100 | 100 
Key: 
1. Year(s) of Introduction--1971-1975 10. Planning organizations 
2. Period Under Review--1977 11. Construction (assembly) or- 
3. Territory ganizations 
4. Ministry 12. Pianning, allotment of funds 
5. Industry 13. Supply organizations 
6. Basic Sources of Reasons (Culprits) 14. Market organizations 
for Failure to Attain Planned In- 15. Equipment manufacturers 
dicators 16. Organizational-technical 
7. Volume (in % of Total) Underre- shortcomings of the enter- 
ceived for the Project prises themselves 
8. Production 17. Delivery cooperation 
9. Profit 18. Others 


more detailed analysis of the investment process and testify to the expediency 
of the use of similar methods in the practice of statistical research. 


Speaking about the examined program of analysis as a whole, it must be noted 
that all of its aspects are oriented and tested (experimentally or practically) 
on the basis of data on construction and the introduction of newly introduced 
industrial enterprises. But this same program can be used in principle also 
for the study of analogous problems that arise in the expansion and reconstruc- 
tion of enterprises and projects. 


In conclusion, it is useful to draw some methodological and organizational 
conclusions. The automated record for every project, which has begun to be 

- practically applied in statistics when the second line of ASGS [automated 
system of state statistics] was created, makes it possible, as has been shown 
in this article, to develop and organically supplement the methods of the 
elaboration of summary data traditionally used by a purposeful search for the 
sources of losses--of enterprises (or other objects of observation), which 








permitted deviations of one sort or another in regard to any indicator. More- 
over, we are talking not only about the enumeration of such objects, but about 
the receipt, for every one of them, of the necessary primary or summary i~for- 
mation in any combination for an individual period and in dynamic movement, 

i. ¢., about an effective, systematic observation of the presence and course 
of the realization of reserves. 


If one takes into consideration the fact that all of this work is carried out 
by modern electronic computer technology, one can assert that ASGS creates 
realistic possibilities for the transition of economic-statistical analysis 
to a qualitatively new level. The creation of the outlined software 
and hardware on all levels of state statistics, without a doubt, will re- 
quire a certain amount of time. This period must be intensively used by eco- 
nomists as well--for the "analytical support", i. e., for the methodological 
formulation of complex problems which correspond to the practical requirements 
‘f the contemporary level of management. In particular, within the framework 
f the functional subsystem of ASCS “Statistics of Industry", it would be pos- 
ible to build a hierarchical system of research on the available reserves, 
wiich would include, along with the problems examined here, by way of correla- 
tion, such complex problems as, for example "The Technical Level and the Re- 
equipment of Industry", "The Comprehensive Analysis of the Balance and Effi- 
ciency of the Use of Production Capita! and Labor Resources", "The Progres- 
siveness of the Organization of Industrial Production", "Concentration and 
Specialization of Production in Industry", and "Efficiency and Proportionality 
of Production in Sectors of the Extractive and Processing Industry", and others. 


COPYRIGHT: Izdatel'stvo "Finansy i statistika", 1983 
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bOONOMIC MODELING AND COMPUTER TECHNOLOGY APPLICATION 


MODELING OF INCLUSIVE EXPENDITURES, IMPACT IN PRICING 
‘loscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No 4, Jul-Aug 83 pp 673-682 


[Article by S. M. Movshovich (Moscow): "Price Formation in Accordance With the 
inclusive Expenditures and the Impact Under the Conditions of Centralized Planning"] 


[Text] The problem of drafting the annual national economic plan is being compli- 
cated, in particular, by the multipurpose nature of the tasks, which are being ac- 
complished in the process of planning, and by the Jack of elaboration of goal func- 
tions. One of the possible approaches from the stana,vint of the optimum function- 
ing of the socialist economy to the surmounting of these difficulties consists in 
the fact that the indicators of the physical volume of output for nonproduction 
purposes are selected directly on the basis of social standards and are given as 
the initial indicators. The achievement of the prescribed indicators is possible 
in case of different versions of the national economic plan. The chnice of the 
economically most effective version is made by means of optimization. The measure- 
ment of the effectiveness of the plan as a whole is accomplished by adding up the 
impacts of the measures which are a part of it, while the impact of each economic 
measure is defined as the difference between the adjusted results and the expendi- 
tures. 


For the calculation of the results and expenditures it is necessary to know how to 
compare their different components: material and labor, simultaneous and non- 
simultaneous. The comparison is made by means of the system of prices, wage rates 
inc economic standards of efficiency. Thus, the criterion function, which deter- 
mines the quality of the plan versions, proves to be dependent on prices and eco- 
nomic standards. 


In case of random positive prices the most effective plan proves to be a Pareto 
optimum plan in the sense that it is impossible to increase any result or to de- 
crease any component of the expenditures, without worsening if only one of the 

other indicators of the plan. However, it is intuitively clear that such a plan 

may be far from the best. For example, a plan, in which the production and expendi- 
tures of the intermediate product are greater than in the Pareto optimum plan, 

while the necessary expenditures on the implementation of the plan are less, is 
possible. It is natural, therefore, that it is impossible to regard the found 
planning decision to be satisfactory and the question of its adjustment arises. 

The theory of optimum planning suggests the means of such an adjustment. In con- 
formity with its deductions the prices should be equal to the inclusive expenditures 
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the expansion of production or should exceed them and be equal to the impact 
in the inclusive sphere of the use of the product in production. 


it the prices and the plan are connected by such correlations, it can be expected 
that the most effective plan has useful extreme properties, and it should be ascer- 
tained, in what they consist. If there is no such connection, the method of the 
adjustment of the plan and the system of prices for the purpose of their achieve- 
ment suggests itself. It consists in the fact that the prices having the indicated 
properties are determined on the basis of the constructed plan. In the new system 
ot prices the existing plan proves, generally speaking, not to be the most effec- 
tive. In this connection a new most effective plan is sought and the process is 
repeated. This process can develop differently in time. It is possible, for ex- 
ample, to make only one iteration of it in each period. Precisely such a case is 
examined below. It should be ascertained, whether such a process accords with a 
stationary economic system. Its convergence is a weighty argument in favor of the 
construction  -f the most effective plans ind the corresponding calculaticn of the 
prices. It there is no convergence, the question of the expediency of the described 
system ot planning calculations and the recalculation of prices remains open. 


Let us examine both formulated questions about the properties of the most effec- 
tive plans and their convergence on the basis of a simple stationary production 
modei. Let the model include n sectors, each of which produces one product, while 
the ditterent sectors produce different products. The technological possibilities 
of the sector are given by a finite set of production modes I(i), i=l,..., mn, which 
are invariable in time. The mode j, j€ Eheutss K}=UI(i), is characterized by the 
specitic (per unit of output) direct expenditures of products aij i=1,..., nm, man- 
power (and, perhaps, natural) resources 1j, which are measured in monetary form, 

aS weil as the structure of the expenditures bij, i=l,..., n, which are necessary 
tor the creation of a unit of capacity. Production is limited by the availability 
of capacities, and a unit of capacity is used for the production of a unit of out- 
put. The expansion of production is possible by means of the construction of new 
capacities. The capital investments in their creation and complete assimilation 
are made over a period of 1 year, the service life of the capacities is considered 
unlimited. 


The question, to precisely what expenditures (inclusive, average) should che 
prices be assumed to be equal, arises, obviously, in connection with the fact that 
in a real economy the expansion of production in a sector is achieved, as a rule, 
by the simultaneous expansion and placement into operation of a number of enter- 
prises, at which the different technological modes, which involve different speci- 
fic expenditures, are realized. This fact also gives rise to the difference be- 
tween the average and inclusive expenditures on the increase of production, which 
is essential for pricing. The limitation from above on the possible increase of 
the capacities of each type is the simplest means of reflecting in the model the 
possibility of the simultaneous implementation of different plans in one sector. 
Let yt = (yp ,..., ye) be the plan of the increase of capacities during year t. Then 


ofytért, (1) 


where r© is the set upper bounds of the increase. For the simplification of the 
analysis we will presume (a more general case in this sense is examined in [1]) 
that the available production capacities are being used completely and the 














ompiling of the annual plan reduces to the determination of the planned increases 
ot the output which is equal to the increase of the capacities. 

fhe output produced during the year is used for the covering of current production 
expenditures, the creation of an investment fund, which ensures the increase ot 
capacities during the tollowing year, and nonproduction consumption. The increase 
ot capacities ot the tollowing year in case of the compiling of the current plan 

is a predicted value. Let us designate it by yt. In general, obviously, yt #4 ¥*, 
but we will assume that the amount of fund-forming products, which has been allo- 
cated in accordance with the plan of y*, is adequate for the realization of v*. 

Let us designate by c® = (c)",..., cpt) the desired annual (for year t) increase of 
the needs for products for nonproduction purposes, D--the nXK matrix of production, 
its elements djj=l, if j€ 1(i), and djj=0 in other cases, A=(ajj), B= (b,j 4 )--the 
nXK matrices, Aj, Bj--their columns (we will call them the solsan-anden. 

l (Liyeees ly). Obviously, A; 20, B; 20, 1;20. When compiling the plan during 


year t the indicators of the increase of production should satisfy the balance 
rat ios 


(D- A)yt = Tt + B(yttl - Ft), £20, Levee (2) 


in order to obtain (2), sutfice it to note that the entire output of the given and 
preceding year is distributed according to plan between the current production ex- 
penditures, the products tor nonproduction purposes and the investments which 
ensure the predicted increase of the capacities. With allowance made for the as- 
sumption about the backing of che increase of y* with fund-forming resources the 
conditions of (1), (2) form a set of permissible plans. 


in a real economy the discreteness of the planned levels of the use of different 
technological modes plays an essential role. It is natural to assume that the 
values ot rst meet the conditions of discreteness. From (1), (2) it follows that 
in case of a linear goa! function not more than n modes can be used with an inten- 
sity which differs from rjc. Therefore in case of small values of rj* as compared 
with the increase of the output of the sector the condition of discreteness, as a4 
rule, is met, while wherever it is violated, rounding oft is possible. 
in order to compare the versions of the plan according to etfectiveness, let us 
rmalize the concepts of results and expenditures. Let p* © (py*.ccoe Pn be ¢ 
vector ot the prices in effect during vear t. The cumulative result of the version 
of the plan of y is equal by definition to p*Dy. Also by definition the specifi 
adjusted expenditures of mode j are equal to z3(pt) =p" (A; +RB;), where R is the 
standard of the effectiveness of capital investments. The following assumptions 
are made with regard to it: the standard is uniform for the entire national econ- 
omy, its value is seta priori and is invariable in time. If zt = (z);(p*),..., 
zx(p*)), in the plan of y the adjusted expenditures are equal to z*yv, while its 
effectiveness, which serves as the basis for the comparison of the versions of the 
plan, is 


re 


9° (y) = ptpy - zty. (3) 


fhe choice of the most effective annuai plan conists in the maximization of the 
impact of (3) in case of limitations (1) and (2). The problem (1)-(3) is one of 
the models of centralized planning. From (2) and (3) it follows that in case of 
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the desired increase of the final product ct =c*+s(7ttl- 5%) che task of finding 
the most effective plan is equivalent to the task of minimizing the standard net 
output 


(L+RptB)y°—> min (4) 


on the conditions of (1), (2). Such an unexpected, it would seem, conclusion is 
explained by the fact that in case of the desired final product the net output has 
the meaning of the “expenditures” (labor and capital), and not the results. 


Let us take the following means of embodying the principles of pricing, which ensue 
trom the theory of optimum planning. Let q(pt) be the dual estimates of the balance 
limitations of the problem (1), (2), (4). Let us assume 


ind show that the prices (5) are equal to either the inclusive (greatest) specific 
expenditures on the increase of production or the least (inclusive) impact from the 
use of the product. 


Let us cail the matrix A+RB productive, if all its square nXn submatrices, which 
include one Jlumn-mode from each sector, are productive. The productivity of A, 
obviously, tollows from the productivity of A+RB. Let us accept the following 


hnypothesi 
tivpothesis Hl. A*+R8B is a productive matrix. 


Under the conditions of Hl from lemma 1 [1! it directly follows that the equations 
tf the svstem of (2) are linearly independent, that is, any base of the problem (1), 
(l), (4) of linear programming with two-sided limitations has the order of n. It 
either includes one columm-mode from each sector or does not include sodes from 
several sectors. 


Assertion i. There exists such an ordering j),---. jn of the column-modes, which 
ire included in the optimum base, that either j,€1I(i) or jg@I(i)¥s for several i. 
Met i) > 


Pm | nHTro : . one sires) iti ; he appendix. 
r products of the ftirst type the price is 
> 
9y°=q°Ay, +15, + Rp*B;;. (6) 


For the products of the second type given j,@I(k), k#i, 





- 
I —_ Va, —_ ly. - Rp'B, : (7) 


Expressions (6) and (7) are dual ratios in the problem (1), (2), (4) in case of 
the optimum base jj,---.s jn- 
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r products of the first type the price is formed on the basis of the expenditures, 


which are tormed trom the production cost qta; + li, which is calculated in revised 
prices, and the fee tor capital. The standard of the fee for capital is equal to 
the standard of ettectiveness R. The prices of the second type are formed as the 
impact trom the use of product i in mode jj of sector k per unit of product i. The 
impact tinds expression as the difference between the price of product k and th 
expenditures on its production, excluding the expenditures of product i. Since in 
the optimum plan 


qit ata; +1, +Rptay, if vj >, jE 1k), (8) 

price (¢ ind (/) are determined by the inclusive (greatest) expenditures for the 

producers or the inclusive (least) impact for the consumer of the products. Given 
> and p*>0O from (6) it follows that pttl=q;">0 for the products of the first 

type; trom (7), (8) and the obvious condition yjt=rj° for some jE (i) there follows 
>) r the product t the second type, Setting o>, we will hence obtain that 
? 


« process ot pricing (5) and the revision of plans (1), (2), (4) develops in 


il time, chen q® is the vector of the prices in effect in year t+l. The solution 
tw problem of planning changes with the passage of time subject not only to the 
reviiling prices, but also to the changes of the final product ct and the bounds 
: et us examine the simplest case, when the intiuence of these latter factors 
luded as a result of their stability, that is, ct = (1+00)c, rt= (L+a)fr. 
\ i (i, *@) cyt ima ar ping t, let us represent (1) and (2) in the form 
(D-A)xec, 0€@x€r, (9) 
lx +Rp*Bx—> min. (10) 
. fhe problem of Linear programming (9), (10) is nondegenerate. 
ler the editions of H2, aq(p) is a sing.e-valued mapping. Let us designate as 


prices such prices p* that qip*) = p*. 


erti . Let Kl and H2 be correct, for all p€ E," the solution x(p) of prob- 
‘>. (10) given p* =p satisfies the conditions 


Vv. p< SV nvi. 


(11) 
root ted in the eppendix. 
et x4 (p*). Then we will call the pair (x*, p*) an equilibrium. For the purpose 


‘{ studving the properties of the equilibrium and comparing them with the proper- 
ties of the optimum solutions given p#p* let us examine first problems like those 
of V. V. Novozhilov [2] anced A. L. Lur'ye [3]. 


st 








Given the prices p the problem of V. V. Novozhilov 
pAx + lx—> min provided Dx®ct+Ax(p), pBx EpBx(p), Vaxeéer, (12) 


consists in the minimization of the increase of the current expenditures in case of 
limitations on the increase of production and the capital investments. The prob- 
lem of A. L. Lur'ye 


pAx + 1x+RpBx—» min provided Dx2c+Ax(p), 0 x€r, (13) 


consiecs in the minimization of the increase of the adjusted expenditures in case 

of limitations on the increase of production. In (12) and (13) it is assumed that 
the right sides of the limitations are formed on the basis of the optimum plans (9), 
(if), x(p). 


Assertion 3. If p=p*, then x* is the solution of (12) and (13), p* is the esti- 
mate ot their balance limitations, R is the estimate of the limitation on capital 
investments in (12). Given p#p*, x(p) is the solution of (12) and (13) in case of 
the additional limitation Ax=Ax(p), and its dual estimate is equal to q(p)-p. 


Ihe proof follows directly from the theorems of duality, which were applied to (9), 
(10) and then (12) and (13). 


From assertion 3 it follows that among all the plans, which ensure an identical in- 
cre.se of production in case of equal capital investments and the prices p*, the 
equilibrium plan requires the ieast current expenditures. This plan also ensures 
the minimun adjusted expenditures in case of the given increase of production. At 
the same tine given the prices p* the optimum solution x* of the problems of A. L. 
Lur'ye and \. V. Novozhilov is the most effective plan. In case of prices, which 
differ from the equilibrium prices, the optimum plans of the problems of A. A. 
Lur'ye and VY. V. Novozhilov prove, generally speaking, to be impermissible (they do 
not ensure the output of the desired volume of the final product). Only the intro- 
duction of additional limitations on the volumes of the intermediate product makes 
it possible, when solving problems (12) and (13), to obtain a plan-solution of 
problem (9), (10) in case of arbitrary prices p. Plan x(p) is permissible for prob- 
lems (12) and (13), but it does not ensure the minimum current or adjusted expendi- 
tures. The estimates of the additional limitations q(p)-p, which are at the same 
time a measure of the "nonequilibrium" of the system of prices, can serve as a meas- 
ure of nonoptimality. 


Equilibrium prices, obviously, depend on the value of the standard of effective- 
ness R, which is chosen a priori, while this standard itself under the conditions 
of equilibrium prices proves to be the estimate of the limited capital investments. 
This estimate is not equal, strictly speaking, to the limit norm of the replacement 
of current expenditures by capital expenditures, since the solution of the problem, 
which is dual (12), is not the only one. However, given the broad spectrum of 
technological modes in case of the prices p* there are modes, which are completely 
usable in che optimum plan and the specific expenditures of which zj(p*) are a 
little less than the expenditures of the modes of the same sector, which are in- 
cluded in the optimum base, there are also unused modes, the expenditures of which 
are a little greater. In case of such an abundance of the choice of modes the 
limit norm of replacement is approximately equal to R. 








It is possible to construct the process of planning-pricing, which is similar to 
(9)-(10) and (6)-(7), by assuming that the standard of the effectiveness of capi- 
tal investments is differentiated by sectors, that is, zy(p) = p(Ajy+hyBy) +15, if 
jEl(i). Given the corresponding modification of Hl all the formulated assertions 
remain true. For the comparison of plans (9), (10) with solutions (12) and (13) 
in (13) one should break down the limitation on capital investments into n sec- 
torial pB(i)«x(i)€ pB(i)x(i, p), where B(i) is the submatrix of B, which includes 
the columns j€1(i), x(i) and x(i, p) are the corresponding components of vectors « 
and x(p). If p=p*, which depends on Rj,..., Rn, the ~*=x(p*) is the solution of 
(12). Each sector makes capital investments within its own limits, which are esti- 
mated differently from Rpaxy = = ine to Rmin = mink4. In case of a wide spectrum of 


modes the redistribution of the limits among the sectors makes it possible to de- 
crease within the limit the current expenditures by the amount Rmax- Rmin per trans- 
ferred ruble of the limits. The drawn conclusion makes it possible to estimate the 
losses which are connected with the sectorial differentiation of the standard. 


At first glance it might seem that the requirment of the unity of the standard and 
the losses in case of the violation of this requirement are connected with the con- 
dition of the stability of growth (in particular, the overall growth rate of all 
sectors). In reality this is not so. In order to be convinced 0% this, it is nec- 
essary to examine a general (nonstationary) model. In such a model in case of the 
observance of Hl, H2 and (11) the equilibrium prices exist during each period of 
time, on which they depend. If during the fixed period @ we examine the problems 
of A. L. Lur'ye and V. V. Novozhilov in case of equilibrium p*(T) and arbitrary 
prices, it is possible to obtain the same conclusions as for the stable case. For 
the search for equilibrium prices during each period of time it is possible to use 
the iterative procedure of the revision of plans (9), (10) and prices (6), (7), 
where t is the number of the iteration, while & =0. 





Let us continue the analysis of the optimum properties of the equilibrium pair 
(p*, x*). Owing to the hypothesis of the complete use of the available capacities 
the sequence of the values of the increase of production yt determines its own 
plans. If Y© is the vector of capacities (outputs) during vear t, then yttloytyyt 
and in case of the given initial capacities Y9 the sequence {yt$ is restored in 
accordance with fyt¥, Let us examine the dynamic problem of the choice of the 
plans of the increases 


By=(D-A)Y’—C’, (14) 
(D—A) y'=2'+B(y'*'-y'), O<y'<r', t=0,...,T, (15) 
By? *'=Bij™*', (16) 
T 
Sty > mit. (17) 
’ 


Any realizable sequence Syt} should satisfy conditions (14), (15), where C9 is the 
set volume of consumption during year t=0, from the left in (14)--the amount of 
investments, which ensures the increase of capacities y9 during year t=1. From 
the left in (15)--the increase of the net output, from the right--its breakdown 











into the increase of nonproduction consumption and the increase of investments dur- 
ing year t+1. Condition (16) is the demand on the level of investments at the end 
of the planned period, The discounted amount of the expenditures of labor dur- 
ing the planned perifod T Is chosen as the goal function. 


In order to establish a connection between the optimum solution of the dynamic prob- 
lem (14)-(17) and the equilibrium solution y*#t = (1 +0)txy*, it is necessary first of 
all to accept certain hypotheses with regard to the predictions yt and the volumes 
of erp) 1am ch, Ags before, we will study the stable problem, when Tt = (1 +a)*e, 
r&’=({+0)tr, Were it is natural to assume that the prediction of the increase 
also increases with the rate of (140). At the moment t the prediction yttl is 
epaeoeery and the realizatlon of the plan yt-l {8 known. Therefore, we will assume 
that 7ttl = (1+a)4yt-l, t=1,,.., T. Let us also assume yi = (14+0)¥9, where y? 

is viven. 


Assertion 4. Let Hl and H2 be correct, condition (14) is met as an equality given 
yOu Zw ya, Gith ea (L4hyTHl ye, Ave 1 +R, Then plan yt = (14+«%)¢x* is the optimum 
solution of problem (14)-(17), limitations (15) have the estimates pt = (14+R)~"p* 


Corollary. Under the same conditions given T= © the trajectory yt = (1+0)°%x*, 
te’ O0,..., Is the main line, 1f R>&, r&e. 


The proofs are cited in the appendix. 


Assertion 4 and its corollary cast light on the meaning and role of the standard of 
the effectiveness of capital investments in the models of centralized planning. In 
these models the balance of the needs for investment resources and their availabil- 
ity is ensured by a planned means and the standard does not play a balancing role. 
In the end it proves to be a comparer of the nonsimultaneous labor expenditures, 
appearing in the form of a discount when reducing the future labor expenditures to 
the moment of the compiling of the plan. At the same time the choice of the stand- 
ard as a result of this fact cannot be arbitrary, it should reflect the social 
preferences of nonsimultaneoug expenditures and should compare the present and 
future expenditures of labor. 


Assertion 4 and its corollary also show the role of the state of equilibrium, 

The basic property of equilibrium plans is their main line nature. Under the cor- 
responding initial conditions the equilibrium plans ensure the minimum discounted 
expenditures of labor, which are necessary for the assurance of stably increasing 
nonproduction consumption. The process of the annual revisions of the plans and 
prices (9), (10), (6), (7) in the presence of convergence ensures that the economic 
system enters the main line, although in general it does not ensure the optimum 
solution of problem (14)-(17). 


However, quite strict additional conditions ee required for the assurance of the 
convergence of the sequence (p9, x), (pt ,_ a ee In general it is easy to cite 
an example, when the equilibrium might not be even locally stable, 


Example, The parameters of the model have been tabulated. 


Given C= (6,2; 1.9) the equilibrium prices are pj/*-1, pf =2. The optimum base in- 
cludes column-modes 1 and 2, the equilibrium plan x*=2.5; x*=10; xf#=2= 13; 
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4W*=0. In order to be convinced of the local instability of the plan, it is suf- 
ficient to construct a sequence of the plans and prices, which begins with 


p= (1.2-€). In case of any € as small as you wish, the sequence of prices de- 
viates from cquilibrium by not less than a fixed nonzero distance. It is possible 
to be convinced of this by noting that in case of the prices p, which are close to 


(l, 2), the base, which includes the first and second modes, is optimal. In this 
case q; = 0.5p} + 0.55; qo = 30py -— 20p2 + 12. 


——-> eee ee 














— Indicators 
Modes =e 
es Sees al ay; a2; Rb1 j Rb2 4 1; : 
Sector 1 
mode 1 0.6 0 0.2 0 0.2 eo 
mode 2 0.4 0.01 0 0.2 0.18 oo 
Sector 2 
mode 3 0.4 0 0 0.4 0.5 2 
mode 4 0.2 0.1 0 0.3 0.5 Peed 





-_—-— ee ee em er ee eee = ee 


Hypothesis H3. If D(p)-A(p) is the matrix of the optimum base of problem (9), 
(10) and B(p) is the corresponding square submatrix, RI/B(p)(D(p)-A(p))-{F r< 
< Ivp€ £,", 


Let us note that H3 follows from Hl and the proof of assertion 2, when D(p) is an 
identity matrix. 


Assertion 5. Let H2 and H3 be correct. Then pt—»p* in case of an arbitrary p9. 
From this it immediately follows that xt—>x*, 


The proof is cited in the appendix. 


In conclusion let us reemphasize that in this work an attempt was made to ascertain 
what happens when prices are set either in accordance with the inclusive sectorial 
expeaditures on the production of a product or in accordance with the inclusive im- 
pact, while the plan is constructed so as to maximize the economic impact on the 
condition of the fulfillment of the assignments on the production of output for 
nonproduction purposes. It has been shown that under the some restrictive condi- 
tions such a process leads to the minimization of the cumulative discounted expendi- 
tures of. labor, and the amount of the discount is determined by the a priori choice 
of the numerical value of the standard of the effectiveness of capital investments 
or determines it. 


APPENDIX 
Let us cite the following proofs. 


l. ‘The proof of the linear independence of system (2), Let us select from (2) 
n column-modes, one for each sector. We will obtain the maxtrix E-A’, where 


y ay<p<1 V/E{1,..., K}. (18) 
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The rank of this matrix is equal to n. Indeed, if it is less, there exists a non- 
trivial solution of the system x=Ax. By adding up the equations of this system 


we will obtain that ys = yy a,,)z, , which contradicts (18). 


2. The proof of assertion 1. Let us examine the optimum base pA’, Since its 
determinant is different from zero, in its representation in the form of the sum of 
the products of the elements, which are taken one from each line and each column, 

if only one addend is different from zero. Let us order the columns of D’~ A’ #0 
that this addend will be written in the form 4144 ~ 2141) 06252 ~ £242) +2 nig @0Sn) » 
and all its cofactors are different from zero. e cofactors are broken down 

into two types: 1 - akj Ks if j,€El(k), and -dkj, otherwise. The assertion is proven. 


3. The proof of assertion 2. Since Sz (p)< iz Vi,pP, either the column-mode 


fer 4h, 


j,€@ (1) will be found in the base, or the modes of some sector are not represented 
in the base and in this case such a j,€ I(i) will be found that xj,(p)=0. In both 
cases 4,4 (p)£qAj,; + 1j,+RpBy,, that is, 


q(p)€ RpBY(E -A’)-14+1’(E-aA’)71,, (19) 


where A’ and &’ are matrices which have been compiled from the corresponding columns 
jje--++ jn- Formula (19) follows from the fact that (E- A’)-120 owing to the pro- 
ductivity of matrix A’. From the condition YA+ RBIS p it follows that 

Rife - Ay“, <1. Indeed, let us assume I,= (1, 1,..., 1). Obviously, 

1 (Ay +RB;) is the 1j-norm of the vector Aj+RBj, that is, jn(A+ 8B) +P = In, where 
pi>] ~fP >OVi. Hence In(E-A) = 1pRB+P and Ip = InRB(E-A)~ +P(E-A)-1. Since 
(E-A)-_20O, then RB(E-A)-!20 and IpRB(E - A)~1 is the line of the 1j-norms of 

the vectors, which constitute the matrix RB(E-A)~1l. Since P(E -A)71 >0, all these 
norms are strictly less than one, that is, 


rile’(e - a’)- Ale <1. (20) 


Owing to the finiteness of the number of different matrixes A’, B’, without decreas-~- 


ing the generality, it is possible to assume that f1 does not depend on the vector 
of prices p. From (20) it follows 


fla Cool € Uc - A + PM N< Holl. 


when N\plt > max|]1’e - 4’)-1)1/1-F 4), where the maximum is taken with respect to all 
the possible sets V, A’. Let us designate this maximum by M. Then q(p) depicts 
the sphere of the radium M/1-P, in itself. Since q(p) is a continuous mapping, 

in accordance with the Brouwer theorem there exists a fixed point of mapping, which 
determines the equilibrium prices. 


Assertion 2 also remains valid in case of the rejection of the condition of H2. 
The equilibrium prices p*€q(p*) exist owing to the (Kakutani) theorem. 
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4. The proof of assertion 4. So that the plan y*= (140K) "x*, t=0,..., T+ 1, would 
be optimal, it should be permissible in case of the meeting of the conditions of 
duality (q is the estimate of (14), p* is the estimate of (15), 0 is the estimate 


of (16)) 
(sl, if O<z2r/'<r, 
~—qB,+p (D,—A,)+p°B, ey if r,=0, (21) 
| Zl, if 2Z,'=r,: 
=1y,~', {f O<2z/Kr, 
p'(D,—A,) t7'B.—p'B, <i", 1£ z,=0, (22) 
‘Bly, 4f 2, =7;; 
=), if O0<z,/<r, 
—p'B,+QB, <0. if z,;=0, (25) 


70, if z,;=r,. 


The permissibility of the plan y¢= (1+&)¢x* is verified directly. From the condi- 


tions of assertion 4 the fulfillment of (14) and (16) follows. Since 
cl + B(ytt! -¥°) = (1+a&)tc, then c=C+ABx*. Hence, from the positiveness of p* 
it also turns out that (D-A)x*=c+@Bx*, that is, the conditions of (15) are also 


met, 


Let us move to the verification of (21)-(23). Let D’-A’ be the matrix of the opti- 
mum base of problem (9), (10). Then p*(D’- A’) = 1’ +Rp*B’ and the fulfillment of 
the equations of (22) for pt = (1+R)~tp* and the base components x* is verified di- 
rectly. Since p*(Dj -~ Aj) €15 +Rp*B; for x=0 and the opposite inequality occurs 
for xj*=rj, then the corresponding inequalities of (22) are also correct. The 
ratios of (21) are similar to (22), if we assume q = (1+R)p*, in this case the cor- 
rectness of (21) follows from the fulfillment of (22). For the satisfaction of (22) 
it is sufficient to assume Q=p! = (1+R)7Tp*. Thus, assertion 4 is proven. Along 
with (14)-(17) let us examine the corresponding stationary model with the vari- 


ables xt 


Bz’s (D—A)Y°—C’, 
(D—A)z'>e+B((ita)z'*'—z'), O<z'<r, 
Bat*! =n Bztt, (24) 


and show that xt =x* is its main line given T= 0. For this let us take the La- 
grangian function of (24) with respect to the third group of limitations. Owing 


to assertion 4 there occurs 
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- itkR\,~ . itRy\*., 
(Fe) err ersrs Ve) 


ira 
+p’ (Bx**'—Br***) 





for all the trajectories fxchh* which satisfy the first two groups of conditions 
of (24). Since 


: -T 
Br’ —Br**'=0. p= i+R p'-0 
i+a 


given TI? oo, xI+1 is limited, hence it follows that 


a cd 


{- ira 


for all the trajectories of model (24) given T= @ and the first two groups of 
limitations. 


5. The proof of assertion 5. Let us show that the mapping 

q(p) = (pRB(p) + 1(p)) ((p) - A(p))~! is the operator of striction. The unit vector 
Ex" is broken down owing to the theorems of parametric linear programming into a 
finite number of convex closed sets, in each of which the optimum base of the prob- 
lem (9), (10), and, consequently, the matrices D(p), B(p) and A(p) and the vectors 
l(p) are invariable. Let us designate these sets by Py, k=1,..., N. Let pv’, 

p“E EF." be an arbitrary pair of points. Let us assume p(A)= p’+A(p’-p"), 
0£A%£1, pl=p’% Obviously, such a Ps; will be found, that pl€ Ps; and p(A)€ Ps] 
for several A>O. Let A, = max §4:A41, pase Psit and p27 = pj). If p2=p”, the 
process of breaking down the segment [p’, p*] is completed. Otherwise such a 

Ps) #Ps1 will be found that p(A)E Ps2 for A =A, and several A>A 1. Let us deter- 
mine Az and so on in much the same way as 2j, until some p,4,;=pO)equals p”. Ow- 
ing to the finiteness of N the point p*® will be achieved after a fiuite number of 
steps. Let us note that at the points of breakdown p2,..., pk the optimum base is 
not the only one, but owing to H2 the mapping of q(p) is single-valued. Therefore 


q(p’) - q(p”) = qipl) - q(p2, base Psj)+q(p2, base Pg) -q(p>, base Pg7) +... 
---+q(pk, base Ps,)-q(pktl, base Ps,). 


By substituting here the representation of the operator q(p), we obtain 
ro | 
lg(p)—aPvi< Y¥ iatp’. base P,,)— ip’. base P,) i= 
k in k 
= Vite — p*) RB ip’) Dip’) — Air <p Vie —ett= 
1 s=1 


k 
=~ Shins —2.)ip —ril=—nie —Pl- 
=I 


The assertion is proven. 
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REGIONAL DEVELOPMENT 


FINANCING OF CAPITAL INVESTMENTS IN TERRITORIAL PRODUCTION COMPLEXES 
Moscow FINANSY SSSR in Russian No 5, May 83 pp 36-40 


[Article by Candidate of Economic Sciences B. N. Annenkov, senior scientific asso- 
ciate of the Scientific Research Institute of Finance: "Questions of the Financing 
of Capital Investments in the Creation and Development of Territorial Production 
Complexes" } 


[Text] In the economic strategy of the party for the next decade an important role 
is assigned to the creation of territorial production complexes, which ensure the 
efficient use of material, technical, financial and manpower resources and a high 
rate of development of social production. In the scale of capital investments the 
territorial production complexes do not have equals in the history of the building 
of socialism. For example, during 1964-1980 55 billion rubles were channeled into 
the Western Siberian Complex. The construction of the Kansk-Achinsk, Pavlodar- 
Ekibastuz, Sayansk, Bratsk-Ust'-Ilimsk complexes, the Kursk Magnetic Anomaly, the 
Timano-Pechorsk and other complexes is being expanded. Under these conditions the 
problem of the improvement of the financing of capital investments, the concentra- 
tion and special-purpose use of financial resources for the construction of the pro- 
duction and social facilities of territorial production complexes is becoming very 
urgent. 


The state budget is the most important source of the capital investments in terri- 
torial production complexes. Its role is especially great during the initial peri- 
od of the formation of complexes. During the first years (1965-1970) for the crea- 
tion of the Western Siberian Territorial Production Complex the budget allocations 
came to 80-85 percent and now come to more than 60 percent of the total amount of 
capital investments in the creation and development of complexes. Another major 
source is the internal assets of ministries, departments and their enterprises. 
The proportion of these assets increases with the development of the complexes. In 
the Western Siberian Territorial Production Complex it exceeded 29 percent, which 
is explained first of all by the significant increase of amortization as a result 
of the increase of the value of the productive capital. The proportion of the 
profit of enterprises and organizations in the financing of the construction of the 
facilities of territorial production complexes comes to only 10 percent and is tend- 
ing to decrease. The proportion of the production development fund is even less, 
up to 3 percent. Obviously, with the increase of the duration of the activity of 
pt oductive capital and the broadening of the measures on retooling the proportion 
of this source of financing will increase. 
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The absolute amounts of long-term credit in the financial backing of the construc- 
tion projects of the Western Siberian Territorial Production Complex during 
1971-1980 increased by several times. However, in spite of its great effectiveness 
and the stimulating role in the acceleration of the construction and placement into 
operation of the projects, this source under the conditions of territorial produc- 
tion complexes is not finding extensive use. 


At present primarily the ministries and departments, which are the developers, are 
financing the construction of the facilities of the basic specialization, the auxil- 
iary and service facilities, which are associated with them, as well as the pro- 
duction and social infrastructure of the territorial production complexes on the 
basis of the sectorial production plans, the plans of capital investments and their 
financing, the title lists and the corresponding planning and surveying documents, 
which are drawn up, as a rule, by departmental planning and surveying organizations. 
The ministry-developers bear the basic responsibility for the financing and con- 
struction of territorial production complexes and directly or through regional as- 
sociations and main administrations (for example, the Tyumen Gas Production Associa- 
tion, the Main Administration of Petroleum and Gas for the Tyumen Region) supervise 
the implementation of the plans of capital investments, which were outlined by them. 
The proportion of the expenditures for these purposes from local budgets is negli- 
yible. 


Sectorial financing, which has formed for the most part, unquestionably has defi- 
nite positive aspects, especially during the period of the pioneering development 
of the regions of the location of the territorial production complexes. But fre- 
quently it leads to the lack of coordination and discrepancies in the use of re- 
sources, their dispersal among many construction projects of the complex, unjusti- 
fied costs and losses. 


The lack of settlement of the questions of the planning and financial backing of 
capital construction and departmental isolation in the financing of the cons*ruc- 
tion of facilities, especially for production purposes, which are common to the 
groups of enterprises, industrial centers and the territorial production complex as 
a whole, is hindering the elimination of these shortcomings. The separate con- 
struction of two practically identical wood processing enterprises of the USSR Min- 
istry of the Coal Industry and the USSR Ministry of Power and Electrification in 
Pavlodar can serve as an example. 


The multisectorial development of the construction industry and the construction 
materials industry adversely affects the joint construction of the facilities 
of territorial production complexes. In the Western Siberian Territorial Produc- 
tion Complex these sectors are being developed by the Ministry of the Petroleum 
Industry, the Ministry of the Gas Industry, the USSR Ministry of Construction of 
Petroleum and Gas Industry Enterprises, the USSR Ministry of the Petroleum Refining 
and Petrochemical Industry, the USSR Ministry of Power and Electrification, the 
USSR Ministry of the Construction Materials Industry and other ministries and de- 
partments. This inevitably gives rise to parallelism and departmental isolation 
in the development and use of the organizations of the construction industry, en- 
terprises of the construction materials industry, structural components and supply 
bases. Here, on the one hand, the financial assets, which were allocated for the 
creation of the construction base of the territorial production complex, are not 
being assimilated, the plans of the construction and placement into operation of 
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facilities are not being fulfilled; on the other, the amounts of capital construc- 
tion and the lack of its backing with construction materials in case of significant 
reserves of raw materials for their production in the region of the formation of 
the complex are increasing. 


The lag of development of the construction base as a result of a departmental ap- 
proach to its creation leads to the long-distance transportation of materials, the 
sharp increase of the cost of construction, the overloading of transport, under- 
deliveries, the upsetting of the periods of the construction and placement {i:'to 
operation of facilities, the increase of unfinished production and disproportions 
in the development of especially the auxiliary sectors, which sense most acutely 
the shortage of construction materials. 


The financing of the formation and development of the social infrastructure remains 
multichannel. Under the conditions of territorial production complexes it is car- 
ried out for the most part by the ministries and departments, which are the devel- 
opers, and only in small part from the local budgets. At times primarily sectorial 
(departmental) financing, the construction and operation of the facilities of the 
social infrastructure are not a drawback, for the workers of specific ministries 

and departments are provided with social and personal services. In most cases 
isolation and exclusiveness appear in the service of the population. The collec- 
tives of enterprises and organizations are under unequal social conditions. 


Today in the national economy more than 55 percent of the living space and the 
majority of children's preschool institutions are under departmental subordination. 
In some cities practically all the facilities of the infrastructure (water. heat 
and electric power supply, urban transport, available housing and communications) 
are under the jurisdiction of sectorial ministries and departments. This frequent- 
ly leads to the insufficiently complete and efficient use of the facilities of the 
infrastructure and to disproportions in the development of the production and non- 
production spheres on the territory of the formation of the territorial production 
complex. The basic reason for such phenomena consists in the lack of coordination, 
the isolation of the activity of the different ministries and departments and in 
their aspiration to decide on and, consequently, to finance measures which ensue 
first of all from their own, although important, yet narrow departmental interests. 


Studies show that departmental isolation in the planning of capital investments and 
the use of financial and material resources when forming a territorial production 
complex is one of the main causes of the disconnected construction and placement 
into operation of capacities. As a result the production plans are frequently not 
fulfilled, not enough profit is derived and as a consequence the assets for capi- 
tal construction are not transferred in full, an additional need for them for the 
completion of the started projects appears. This in turn leads to the decrease of 
the construction of production and social facilities and to disproportions. 


The urgent need to overcome departmental isolation and to strengthen the compre- 
hensive nature of the formation of the territorial production complex as a unified 
economic organism was emphasized at the 26th party congress. So far considerable 
work has been done on the implementation of the assumptions and conclusions of the 
congress and the decree of the CPSU Central Committee and the USSR Council of Min- 
isters of 12 July 1979 on the improvement of the management of the formation and 

deveiopment of territorial production complexes. The Procedural Instructions on 











the Drafting of Comprehensive Goal Programs of the Solution of Regional Problems, 
the Formation and Development of Territorial Production Complexes and drafts of the 
Procedural Recommendations on the Planning of Territorial Production Complexes and 
the Procedural Recommendations on the Planning of the Comprehensive Development of 
industrial Centers have been prepared. Long-term goal programs of the formation 
and development of the Western Siberian and the other above-indicated complexes are 
being drawn up. The basic indicators of economic and social development for 
1961-1985, including unified consolidated five-year plans of the capital construc- 
tion of large complexes, which are envisaged by the mentioned decree, have been 
prepared for tl.ese territorial production complexes. 


The head offices and leading administrations of the Board of the All-Union Bank for 
Financing Capital Investments have been specified by now for a number of large ter- 
ritorial production complexes for the purpose of the prevention of the dissociation 
of developers in the financing and construction of the facilities of territorial 
production complexes, the elimination of the dispersal of financial resources, the 
decrease of unfinished production, the timely placement into operation and assimi- 
lation of production capacities. This to a significant extent is strengthening the 
role of the institutions of the bank in the implementation of the investment policy 
of the state on the formation and development of territorial production complexes, 
but cannot completely solve the problem of increasing the influence of financial and 
credit levers on the effectiveness of the use of financial resources. The diffi- 
culty is that the enterprises and organizations of ministries, departments and local 
soviets, which are located on the territory of the formation of the territorial pro- 
duction complex, are objects of financing. Moreover, the territory of the siting 

of complexes frequently does not coincide with administrative boundaries. Thus, 
depa. ‘mental isolation is augmented by territorial isolation, which complicates the 
coordination of the actions of sectorial ministries and departments in the financ- 
ing and construction of the facilities of territorial production complexes. 


it is necessary to increase substantially the unity of the sectorial ministries and 
departments, which are the developers, and the local soviets in the financing of 
the production and social facilities of territorial production complexes. The ob- 
servance of the following most important principles of the financing of capital in- 
vestments under the conditions of territorial production complexes, it seems to us, 
should be the organizational basis of such unity: the goal program approach to the 
determination of the financial resources for the rapid and proportionate develop- 
ment of territorial production complexes; the complete use of the assets being plan- 
ned, which ensures the optimum combination of sectorial and territorial interests, 
the balanced development of not only the basic sectors of the naticnal economy, but 
also the auxiliary and service sectors associated with them and the production and 
social infrastructure; the concentration of assets for the timely placement into 
operation and assimilation of production capacities; the material backing of the 
allocated financial assets for the construction of facilities on the scale of ter- 
ritorial production complexes; the monitoring of the use of financial resources on 
the territory of the complex on the part of financial and credit institutions. 


The specification of these principles lends a special-purpose, systems nature to 
the solution of the problem of improving the financing of capital investments and 
stimulates the search for new organizational forms of the functioning of the eco- 
nomic mechanism under the conditions of territorial production complexes. 
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At present the extension of the practice of the proportionate financing of the con- 
struction of production, and especially social facilities in cities, industrial 
centers and territorial production complexes is being stimulated. Such financing 
is carried out in conformity with the master plans of the construction of the in- 
dustrial centers and groups of enterprises, which are included in the title list 

of the main developer when planning estimates are available. It is opened after 
the transfer of the assets by the participants in proportionate financing to the 
main developer. 


The proportionate financing of the construction of facilities is unquestionably a 
positive factor which provides a significant economic impact. The experience of 
organizing construction in the regions of Siberia, Kazakhstan and Belorussia showed 
this. But this method is still not being used systematically, in a mass manner due 
to the sectorial planning, designing, financing and material and technical supply 
of construction projects, which is restricted by the corresponding limits. As 4 
result the mechanism of the proportionate financing and construction of facilities 
cannot completely solve the problem of the joint construction and operation of the 
facilities which are common to the groups of enterprises, the industrial centers 
and the territorial production complex as a whole on an interdepartmental basis. 
First of all the voluntary (contractual) nature of the proportionate financing of 
capital construction, the instability of financial and economic contractual rela- 
tions in the process of the construction and operation of the facilities of the ter- 
ritorial production complex and the lack of strong levers (including sanctions), 
which would guarantee the fulfillment of the assumed obligations, are the main 
reason. 


The difficulty of the centralization of resources, as well as the unwillingness of 
ministries and departments to lose complete economic independence in the organiza- 
tion of che production and the distribution of the products of the enterprises be- 
ing built on a proportionate basis have a negative influence on the development of 
proportionate financing in the construction of the facilities of territorial pro- 
duction complexes. 


The problem of the cooperation of resources in the construction of facilities con- 
mon to the groups of enterprises is complicated by the significant differences in 
the financial means of the enterprises and organizations, which operate in the ter- 
ritorial production complex, by the existence along with highly profitable enter- 
prises also of both enterprises with a low profitability and enterprises which are 
planned to operate at a loss, as a result of which there is a multifold difference 
in the amounts of financing by individual ministries and departments of the con- 
struction of social facilities per worker (for example, in Irkutsk Oblast). More- 
over, the question of proportionate financing and construction frequently arises 
when for the corresponding planning period the limits of financial and material re- 
sources have already been specified, the planning estimates have been prepared and 
the plans of the capital investments of ministries and departments have been drawn 
up. And, consequently, additional complicated planning, designing and organiza- 
tional work is required for the centralization (cooperation) of financial assets on 
a proportionate basis. 


Meanwhile each participant in the cooperation of assets in conformity with the 
Statute on the Procedure of the Designing, Planning and Financing of the Construc- 
tion of Facilities Common to Groups of Enterprises (the Industrial Center) is 
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(om@pelent to transter in part or transfer less than the assets agreed on in the con- 
tract (with their further transfer in subsequent years), which frequently leads to 
the upsetting of the constru: tion period of facilities. 


But an essential drawback of proportionate financing consists in the fact that in 
practice it is used for the joint construction of a portion of not the technologi- 
cal production tacilities, but the infrastructural facilities. In other words, it 
is used for limited purposes and does not solve or nearly does not solve the prob- 
lems of the joint interdepartmental financing and construction of the basic and 
auxiliary technological production facilities, which are of decisive importance for 
the overall formation and the efficient functioning and development of territorial 
production complexes. 


All this testifies that the method of the proportionate financing of the construc- 
tion of the facilities of territorial production complexes requires significant im- 
provement and the introcuction in it of a planned basis. It is important to retain 
the rational core and to develop the positive aspects of the proportionate financ- 
ing of capital investments as a unique form of the cooperation of financial re- 
sources for the construction of facilities common to groups of enterprises and 
organizations, which under the conditions of territorial production complexes ex- 
presses the essence of intracomplex distributive relations, which, in turn, are a 
part of the general national economic distributive relations. 


fhe examination of the proportionare financing of capital investments from the 
standpoint of the further development of cost accounting and the extension of dis- 
tributive relations affords the opportunities of the substantial enlargement of tle 
scales of the joint comprehensive financing and construction on a planned basis of 
the facilities not only of the social and production in:.astructure, but also for 
basic technological production purposes, which are common to groups of enterprises, 
industrial centers and territorial production complexes as a whole, and requires a 
qualitatively new approach to the organization of the financial backing of the 
capital investments of complexes on the basis of the increase of the centralization 
of planning on the scale of territorial production complexes. 


Thus, along with the long-term program and the plans (basic indicators) of economic 
and social development and capital construction it is also necessary te draw up a 
plan of the financing of capital investments for the territorial production complez. 
it should serve as a tool which promotes the organization of the comprehensive and 
balanced development of the economy of the territorial production complex and the 
determination of the amounts and structure of the financing of the investments for 
the complex as a whole, including the industrial centers, ministries and depart- 
ments, the enterprises and organizations which operate in the territorial produc- 
tion complex. This plan should become the basis of the elaboration of measures on 
the concentration and redistribution of financtfal resources for the fulfillment of 
the plans of economic and social development and the exercise of control functions 
under the conditions of the territorial production complex, 


The plan of the financing of capital investments for the territorial production com- 
plex should reflect the sectorial composition and territorial production structure 
(industrial centers, groups and individual enterprises) of the complex and should 
correspond to the periods of the consolidated plans of capital construction, that 
is, should be drafted for 5 years and 1 year. In the consolidated plans of the 
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financing of the capital investments of the territorial production complex it is 
necessary to envisage in the torm of sections the plans of the financing of capital 
investments by groups of interconnected sectors (of the basic specialization, for 
auxiliary and service purposes) subject to the peculiarities of the territorial 
productdon complex. In these plans the interests of the associations, combines and 
enterprises of the ministry-developers should be closely coordinated with the com- 
plezxwide (regional) interests and the conditions for departmentalism and regional- 
ism in the use of tinancial resources should be limited as much as possible. When 
drafting the plans it is necessary, in our opinion, to proceed from the above- 
mentioned principles of the financing of capttal investments under the conditions 
of the formation and development of territorial productiwn complexes. 


The plan of the financing of capital investments for the territorial production com- 
plexes snould have a balance-sheet form, that is, should consist of two parts: a 
resource (revenuc) and expenditure part. The total amounts of capital investments, 
including by facilities of sectorial ministries and departments with the distinc- 
tion of the expenditures for the construction of production facilities of intersec- 
torial importance, tne production and social infrastructure for industrial centers 
and the territorial production complex as a whole are established in the expendi- 
ture part. The amount of assets, which are necessary for the implementation of the 
plan of capital construction on the scale of the territorial production complex, as 
the sum of the planned receipts of enterprises, organizations, associations, com- 
bines, ministries and departments by sources of financing, is established in the 
resource part. ‘The total amount of assets of the expenditure part should corre- 
spond to the total amount of expenditures in the plan of capital construction for 
the territorial production complex and to the sum of the assets of the resource 
part of the plan of the financing of capital investments. 


ihe indicators (amounts) of the payments to the unified fund of the financing of 
capital investments of the territorial production complex in accordance with the 
intracomplex redistribution of financial resources for the construction of: a) the 
production facilities common to the groups of enterprises, the industrial centers 
and the territorial production complex as a whole; b) the facilities of the produc- 
tion infrastructure; c) the facilities of the social infrastructure are stipulated 
in the resource part. 


The organization of the financing of the construction of facilities, which are com- 
mon to the groups of enterprises, the industrial centers and the territorial pro- 
duction complex, on the basis of the unified fund of the financing of capital in- 
vestments would signify a transition to a higher form of the cooperation and 
special-purpose use of assets as compared with the proportionate financing of capi- 
tal operations, the extension of cost accounting and the increase of the coopera- 
tion of sectorial ministries and departments in capital construction under the con- 
ditions of the territorial production complex and would promote the overcoming of 
the departmental isolation of the developers. ° 


The creation of the unified fund does not abolish and does not replace the sec- 
torial form of the financing of capital investments. It is proposed to encompass 
by intracomplex redistribution only a portion of the assets of the developers, 
which are necessary for the designing and construction of intersectorial and re- 
gionwide facilities, the building of which on an interdepartmental basis is 
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important for the balanced comprehensive formation and highly effictent functioning 
of the economy of the territorial production complex and the region of its location. 


The standards of the deductions of assets for the unified fund, obviously, should 
be determined on the basis of the specific conditions of the formation and develop- 
ment of territorial production complexes, individually, with allowance made for the 
profitability and the share of enterprises, associations, combines and organiza- 
tions of sectorial ministries and departments in the development of the economy and 
the opening up of the region of the location of territorial production complexes. 
Like the plans of the financing of capital investments these standards should be 
elaborated in such large-scale territorial production complexes as the Western Si- 
berian Territorial Production Complex by special management organs and, when they do 
not exist (for example, in the Orenburg or Mangyshlak Complex), by the ministries 
which are the main developers and the councils for the coordination of operations 
(the councils of directors) of the territorial production complez, which operate in 
them, with the active participation of the local soviets of people's deputies. The 
elaborated standards should, evidently, be approved in the USSR State Planning Com- 
mittee in consuitation with the USSR Ministry of Finance. 


The creation of the unified fund of the financing of capital investments as a meth- 
od of the planned redistribution, centralization and concentration of assets for the 
construction of production and social facilities, in our opinion, would be an effec- 
tive form of the further development of distributive relations, the improvement of 
which is especially increasing under present conditions, in light of the enormous 
economic and social tasks which our country has to accomplish during the next peri- 
od, and would promote the implementation of the idea of the need to redistribute 

the financial resources of individual ministries for the construction of the facili- 
ties of territorial production complexes. 


Thus, it is necessary to solve the problems of the improvement of the financing of 
capital investments under the conditions of the formation and development of terri- 
torial production complexes, in our opinion, from the standpoint of the further de- 
velopment of distributive relations, the strengthening of cost accounting and the 
production relations of enterprises and organizations, the broadening of the prac- 
tice of the joint (on an interdepartmental basis) financing of the construction and 
operation of production and social facilities, which are common to groups of enter- 
prises (industrial centers), and unified comprehensive planning and management. 


COPYRIGHT: “Finansy SSSR", 1983 
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REG LONAL DEVELOPMENT 


TWO RSFSR ECONOMIC REGIONS VIEWED 
Central Chernozem 
Moscow SKONOMICHESKAYA GAZETA in Russian No 24, Jun 83 p 15 


[Article by Yu. Tsukanov, an expert of the USSR State Planning Committee: "The 
Central Chernozem Economic Region" ] 


{[fext] The Central Chernozem Economic Region is located in the center of the 
Kuropean part of the country. Its area comes to 168,000 km2, Belgorod, Voronezh, 
Kursk, Lipetsk and Tambov Oblasts are a part of the region. 


This is one of the developed industrial-agrarian regions of the RSFSR. Such sec- 
tors of industry as ferrous metallurgy, machine building and the chemical industry 
determine its specialization. On the scale of the country the region provides 

16 percent of the extraction of fron ore, 6.2 percent of the steel, 8.9 percent of 
the production of tractors and 6 percent of the cement. Equipment for the chemical 
and food industries, machine tools, presses, steam boilers, mineral fertilizers, 
chemical fibers, knitwear, televisions and radios are produced here. The capaci- 
ties of the first section of the Pridonskoy Chemical Plant (the city of Rossosh), 
which will supply all the oblasts of the region with mineral fertilizers, are pres- 
ently being assimilated. 


The region occupies a prominent place in the agro-industrial complex of the RSFSR: 
10 percent of the grain, 9 percent of the meat, 13 percent of the vegetable and 
animal oil and 47 percent of the sugar out of the total production of these prod- 
ucts in the republic are produced here. 


During the current five-year plan new capacities are being put into operation at 
the Pridonskoy and Shebekino Chemical Plants, the cultivator plant in the city of 
Cryazi and the Kursk Plant of Tractor Spare Parts, a large medical equipment plant 
is being built in the city of Yelets. 


The Novovoronezhskaya and Kurskaya nuclear electric power stations are in operation 
in the region; moreover, the iatter is being expanded. 


A territorial production complex of the zone of the Kursk Magnetic Anomaly is being 


formed on the basis of unique deposits of iron ore. Large iron ore combines--the 
Lebedinskiy, Mikhaylovskiy and Stoylenskiy, where the mining of ore is carried out 
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in wivantic open pits, as well as underground mines: the one in operation in the 
city of Gubkin and the Yakovlevo Mine, which is under construction, are its produc- 
tion basis. The sectorial structure of the complex is complemented by enterprises 
of the construction materials industry, machine building, the food and light indus- 
tries. <A powerful construction base has been created here. 


[In 1982 about 40 million tons of iron ore were mined at the Kursk Magnetic Anomaly. 
Having been converted into agglomerate and oxidized pellets, it is sent to the 
metallurgical plants of the country, including the Novolipetskiy Metallurgical 
Plant (the city of Lipetsk), which is now being expanded. The firstling of Soviet 
furnaceless metallurgy--the Oskol Electrometallurgical Combine (the city of Staryy 
Oskol)--is being built at the territorial procuction complex of the zone of the 
Kursk Magnetic Anomaly. This year the production of metallized pellets, from which 
high quality steel will be smelted, will be started on the basis of a fundamentally 
new technology of the direct reduction of tron. 


The formation and development of the complex are a complicated process which re- 
quires the coordinated actions of various ministries and departments. Starting 

with the current five-year plan the consolidated plan of the capital construction 

of the territorial production complex of the zone of the Kursk Magnetic Anomaly is 
being approved by the USSR State Planning Committee. In it the assignments on the 
construction of the most important industrial facilities, apartment houses, schools 
and hospitals are envisaged, assets are being allocated for environmental protection. 


The situation with water resources, which have already been almost completely al- 
located and are being used in industry, agriculture and municipal service systems, 
is more complicated. Therefore the introduction of water-saving technology and the 
use of circulating water supply for both operating enterprises and enterprises 
under construction are a most important condition of their operation. Definite 
prospects are being afforded in connection with the possibility of using the sub- 
surface waters at iron ore mines. 


In the future the rapid development of machine building, ferrous metallurgy, the 
chemical industry and the agro-industrial complex is planned in the region. The 
basic assets are being allocated for the renovation and retooling of operations 
enterprises. New construction is limited and will be oriented toward small and 
medium-sized cities. The work on environmental protection will increase consider- 
ably. 


Ural Region 
Moscow EKONOMICHESKAYA GAZETA in Russian No 29, Jul 83 p 10 


[Article by V. Bobrovnikov, senior expert of the USSR State Planning Committee: 
"The Ural Economic Region" ] 


[Text] The Ural Region is the largest industrial base of the country. Kurgan, 
Orenburg, Perm, Sverdlovsk and Chelyabinsk Oblasts, as well as the Bashkir and Ud- 
murt Autonomous Republics are a part of it. The territory is 824,000 km, 


The region occupies an advantageous transportation and geographic position between 
the industrially developed European part of the ceuntry and the regions of Siberia, 
Kazakhstan and the Far East. 
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A significant portion of the industrial output and more than 6 percent of the agri- 
cultural products of the country are produced in the Urals. The industry of the 
Urals, which emerged historically and was developed for centuries on the basis of 

a unique combination of mineral resources, is making the main contribution to the 
economic development of the region. The depths of the Urals contain the ores of 
iron, copper, nickel, cobalt, chromium, aluminum, magnesium, potash salt and cook- 
ing salt, petroleum, gas, coal, iron pyrite, asbestos, graphite, dolomite, fire- 
clays, tluxing limestones and magnesite. 


In the all-union division of labor the Ural Economic Region specializes in the pro- 
duction of products of the sectors of heavy industry. In the structure of the 
Zross output of industry the highest proportion in the union of the sectors, which 
produce means of production, is here. 


Une of the largest metallurgical bases in the country, which is represented by such 
ziants as the Magnitogorsk and Nizhniy Tagil Metallurgical Combines, the Chelyabinsk 
Metallurgical Piant ard the Orsk-Khalilovo Metallurgical Combine and by enterprises 
of nonferrous metallurgy, was formed and is being developed in the Urals. Approxi- 
mately one-fourth of the all-union output of pig iron and rolled ferrous metal 
products, about one-third of the steel and steel pipes and a significant portion of 
the copper, aluminum and other nonferrous metals are produced on the territory of 
the region. 


Machine building takes up the largest proportion in the structure of industrial pro- 
duction--nearly one-third. Such world-renowned flagships of domestic machine 
building as the Uralmash Plant, the Uralkhimmash Plant, the Uralsk Motor Vehicle 
Plant and the Chelyabinsk Tractor Plant are in operation here. The region is the 
most important supplier of the products of heavy, power, chemical, transportation 
and road machine building. The turbines, electric motors, earth-moving machines, 
metallurgical and chemical equipment with the mark of Urals plants enjoy deserved 
success not only in the country, but also abroad. 


the chemical industry is being developed rapidly. 


The production and refining of petroleum in the Bashkir ASSR and Perm Oblast and 
the production of natural gas in Orenburg Oblast are of all-union importance. The 
Urals produce 15 percent of the commercial timber, 13 percent of the lumber and 

20 percent of the paper out of the all-union production. 


Agriculture specializes in the production of marketable grain (Orenburg and Kurgan 
Oblasts, the Baskhir ASSR) and sugar beets (the Bashkir ASSR). In the other oblasts 
agriculture for the most part is of a suburban orientation. Animal husbandry is 
being developed. 


fhe unique geographic location was responsible for the important role of the trans- 
port of the Urals in the Unified Transportation System of the country. Railroads 
account for the bulk of the freight turnover (three-fourths). The load on them is 
1.5-fold greater than for the RSFSR as a whole. In the Western Urals the Kama and 
its tributaries are being used extensively for shipping. 


During the llth Five-Year Plan the work on the renovation and retooling of enter- 
prises of ferrous and nonferrous metallurgy, machine building, the chemical and 
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petrochemical industry is being continued in the Urals. The raw material base of 
nonferrous metallurgy is being strengthened. Capacities will be put into operation 
at the Permskaya CRES, the largest in the region. Much attention is being devoted 
to the development of the agro-industrial complex and the social infrastructure. 


The Ural Scientific Center of the USSR Academy of Sciences jointly with interested 
ministries and departments in accordance with an assignment of the USSR State Plan- 
ning Committee is elaborating the comprehensive goal program “The Intensification 
of Industrial Production of the Urals." This program will determine the basic di- 
rections of the intensification of the leading sectors of industry of the region 
for the 12th Five-Year Plan and the more distant future. 
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